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Preface 



This book examines financial cycles and political trends in the United States. 
It is inspired by my belief that America, with its open society and creative 
destruction of political affairs, has enormous untapped potential. This 
potential goes far beyond the as yet unwritten headlines of 2008. As such, 
this book is about much more than that year's election results. 

America has always been the land of plenty and the land of possibilities. Its 
founding fathers were sworn to prosperity and democracy as they 
understood it. Their legacy is a system that allows itself to be reinvented 
and to keep up with modern times. I have written this book to help those 
who would move this country towards a more perfect union. 

In a few decades an American astronaut will be the first human to visit another 
planet and billions of people around the world will marvel at yet another 
spectacular achievement of American industry and technology. This nation 
will also lead by example in 21 st century Earthly matters as it reinvigorates 
its own democracy. A certain charismatic personality, seen once every 40 
to 75 years, will lead the way as old assumptions fall by the way-side. 
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On July 2, 1960, a few weeks before that year's Democratic National 
Convention, former President Harry Truman, widely remembered today 
smiling in his "Dewey Defeats Truman" photo op, publicly stated that John 
F. Kennedy (age 43) was too young and inexperienced to be President of 
the United States. Indignant, the President to be gave this response: " This 
is a young country... founded by young men... and still young in heart... The 
world is changing... the old ways will not due... It is time for a new 
generation of leadership to cope with new problems and new 
opportunities." 

I am a technical analyst of financial markets and a fund manager. My day job 
is to forecast changes in trend before they are discounted. I have attempted 
to do the same in this book. 

This book should be understood in the context of the social sciences. It is not 
an attempt to forecast events in any mechanical or deterministic way. It is 
a description of the past as much as it is my hope for the future. 

Chapter 1 is mostly commentary on market cycles, bubbles and timing 
techniques that may appear to be out of place in a book about politics. 
What is a Gann bean chart doing in a book about elections? Common 
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sense might dictate that there is no connection. Perhaps crude oil futures 
are more relevant. But common sense might also assume and Chapter 2 
will show that economic data figure prominently in election outcomes. 
This is due not to voter familiarity with inflation or unemployment 
numbers; rather, the numbers reflect a fluid portion of voter's sense of 
well-being. Marcus Aurelius said that victory lies in the organization of the 
non-obvious. If financial cycles can be forecast, so too can social mood 
and electoral realignments. Of course, nothing is guaranteed. 

An electoral realignment is a total makeover of America's political house. We 
had such makeovers in 1828, 1860 and 1932. Today, millions of 
Americans are demanding change to our political system; a change that 
transforms the revolving door, business as usual duopoly we know so well. 

Since multiple-party democracy is not yet a reality in this country, Americans 
pin their hopes on powerful personalities within the duopoly, especially a 
certain unlikely individual from Hawaii. 

Chapters 1 and 2 are not self- contained and assume a high degree of ease 
with financial concepts, economics and charts. Incidentally, shortly after 
chapter 2 was finished the International Monetary Fund cut its forecasts for 

Preface iii 



U.S. economic growth this year (2007) and next to just 1.9 %.... very bad 
news indeed for incumbent Republicans. If the reader is not interested in 
the minutiae of why this is so and dislikes statistics, curves and graphs, I 
would suggest skimming chapters 1 and 2 and accepting on faith that the 
Republican Party will probably lose the White House in 2008. Note that 
opinion poll data do not figure in these chapters. A later edition of this 
book may include my Recession Timetable which forecasts a recession in 
2008-2009 and a severe downturn in 2014. I hope I'm wrong but if not, 
this country will be in need of especially strong leadership during this 
period. 

Chapter 3 is a brief review of American economic and political history since 
colonial times. I draw a connection between deflationary crashes, 
revolution, war, the union movement and progressive politics. 

Chapters 4, 5 and 6 are essays on power. Chapter 7, The Military Power, 
shows the decennial war cycle. Chapter 8 comprises my thoughts on 
fighting terrorism. While nothing in politics is inevitable, Chapter 9, 
Rational Exuberance, expresses my belief that after 20 years of Bush and 
Clinton leadership, an electoral realignment in 2008, 2012 and 2016, led by 
a charismatic, Barack Obama, is at hand. 
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Under our current Electoral College system, the people's vote is essentially for 
entertainment purposes only; it carries no legal weight. In addition, few 
people participate in the party primaries and caucuses that select the 
candidates. The individual or organization that can shake up this system 
and tap into the huge reservoir of Americans outside the political process 
will get the keys to the White House and the Congress. 



Daniel Bruno Sanz 
October, 2007 
New York City 
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Chapter 1 

The Alchemy of Political Power 

Many people see history as a series of unforeseeable events driven by 
higher powers, the stars, fate, heroes and villains. From ancient emperors to 
modern explorers, presidents, revolutionaries and inventors, decisive 
individuals are credited with changing the course of history At first these 
events seem to be historical happenstance where people and ideas came along 
when they did. A closer look reveals that momentous events, such as electoral 
realignments, are often the culmination of economic and political inflection 
points (changes in direction accompanied by doubt). These inflection points 
rescue individuals from obscurity and make important people who they are. 
They then go on to do history's work, fulfilling its mission. Thus for the 
Israelites to follow Moses it was necessary for him to find them enslaved and 
oppressed by the Egyptians. For Romulus to become the founder of Rome he 
had to have left Alba and been exposed to die when he was born. Cyrus 
needed to find the Persians rebellious against the empire of the Medes and the 
Medes grown soft and effeminate through the long years of peace. Theseus 
could not have demonstrated his prowess had he not found the Athenians 
dispersed. Obama had to have been born of a racially forbidden and illegal 
union and raised in exile from the mainland United States in order to unite 



Americans of all races and bring wisdom and understanding to international 
relations as Commander in Chief. The opportunities given them enabled these 
men to succeed and their own exceptional powers enabled them to seize their 
opportunities. As a result, their countries were ennobled and enjoyed great 
prosperity. 1 

There is a saying that those who do not know history are doomed to 
repeat it. Mark Twain said that history does not repeat, but it rhymes. 
Presidential elections are unique even while conforming to patterns. Financial 
markets are also unique. What occurs in one cycle will not repeat the same 
way in the next. The same is true in politics. The brilliance of the American 
political system and the genius of the founding fathers engineered a system 
that allowed for creative self-destruction. This is the cornerstone of the 
stability and longevity of nations. 

Hope is defined as the expectation of something desired. All of our 
emotions are ready to give or receive impulses based on external factors. Our 
previous life experiences and our current biases will determine the manner in 
which we react to a given stimulus, such as the news. 

In finance, people are unconsciously influenced by what is taking 

place at the moment. If prices are up, bullish arguments prevail and bullish 

1 The Prince by Niccolo Machiavelli, translated by George Bull, Penguin Books, p. 50-51 

2 1 - The Alchemy of Political Power 



commentators are given the most air-time. On the other hand, bears are 
quoted if prices are falling. Up to 80% of a stock's price move is attributed to 
the trend of the underlying market. A rising tide lifts most stocks regardless of 
their individual merit. So it is in politics. The conditioned power (influence) 
of the incumbent rises and falls with the public's optimism about their 
economic and political prospects. The opposition's power is inverse to voter 
optimism. 

In this era of public relations and spin-doctors, when people in 
authority are able to manipulate the news with timed announcements, photo 
opportunities and leaks, there is a natural tendency to believe that personalities 
are in control of events. In most cases, though, it is the event that drives the 
leaders. 2 



Some news events such as natural disasters, assassinations and other 
random occurrences cannot be foreseen nor discounted. One example is 
Hurricane Katrina and the spike in natural gas futures as the storm shut down 
production in the Gulf of Mexico. The shrewd financial officer of a 



2 Investment Psychology Explained by Martin J. Pring, p. 129. 
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corporation vulnerable to natural gas prices would have already purchased 
calls to hedge the company's bottom line. He would also have purchased 
adequate flood and storm insurance to protect company assets. His 
compensation would depend on his performance. Before the hurricane struck, 
America's CEO had appointed an incompetent friend 1 to run the Federal 
Emergency Management Agency (FEMA). On September 12, 2005, he 
lauded him for doing "a heck of a job," even though the storm's toll was over 
1,800 dead and $81.2 billion in damages. Historians will look back on the 
disaster as a contributing factor to the electoral realignment that carried 
Barack Obama all the way to the White House. 

1.2- Political Volatility and Inflection Points 

Reversals of market bias are the essence of trend change in financial 
markets. Volatility (excitement and uncertainty) jumps at inflection points. 
Methods that use the past to forecast the future assume that past behavior will 
repeat 3 but we know that it will not repeat the same way, so creative thinking 
is required. This generalization can be applied to politics. In New Methods 
for Profit in the Stock Market, Garfield Drew explains that the mind generally 
harks back to its last experience in the market and judges the market by that 



3 Investment Psychology Explained by Martin J. Pring, p. 19. 
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encounter. 4 Voter mentality is the same. Democrats and Republicans take 
turns in power while voters hark back to their most recent experiences and 
assume past trends will continue. During bad times, voters vote against an 
incumbent more than they vote for the opposition. 



A cyclical political pattern develops in five waves: hope for change, 
election of the opposition, euphoria, disappointment, then forgiveness of the 
previous incumbent who is the new opposition. The cycle is then ready to 
repeat. In finance, people repeat past mistakes, but not those of the most 
recent past. So it is in politics. The electorate quickly forgives and forgets 
politicians' mistakes. But not those of the most recent past. Similarly in 
military affairs, the most common mistake of generals is to prepare for the last 
war instead of future wars. 



Presidential elections have been a consistent factor in market 



4 Investment Psychology Explained by Martin J. Pring, p. 20. 
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movements and to some degree, in social mood. Some of the patterns can be 
attributed to the incumbent party's attempts to create positive economic news 
prior and into an election year. Actions by a President who cannot be 
reelected are likely to be different from one who seeks another term. Even 
though we may not understand the cause underlying a particular phenomenon, 
we can, by observation, predict the phenomenon's recurrence. 5 

In 1926, Nicolai Kondratieff, a Russian economist, proposed that 
industrial economies follow a repeating cycle of change in prices and 
production as liquidity rises and falls every 54 years. Rising and declining 
prices for money, labor and goods are an effect of the cycle. Although the 
cycle has averaged 54 years in duration, cyclic periodicities can expand and 
contract, and are therefore inherently unreliable for precise timing. 6 



5 Ralph Nelson Elliot. 

6 Conquer the Crash by Robert Prechter, Jr., p. 113. Insert. Fig. 12-1 and Fig. 12-2, pp. 
115, 166, also of Conquer the Crash by Robert Prechter, Jr., showing the K-Cycle 
Kondratieff Monetary Cycle bottoming around the year 2003. 
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Figure 1-1 

Kondratieff used wholesale prices as the focal point of his 
observations. According to Martin J. Pring, CMT, the Kondratieff cycle 
reflects long-term inflationary and deflationary forces as they affect financial 
markets. The Kondratieff wave is noted for its three phases: an up wave of 
about 20 years, a transition or plateau of seven to ten years, and a down wave 
of about 20 years. He observed that each up wave is associated with rising 
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prices, the plateau with stable prices and the down wave with declining prices. 

He also noted that war is associated with both the beginning and the 
end of each up wave. At the start of a cycle, business conditions are very 
depressed. Because of a considerable excess capacity of plant and machinery, 
there is no incentive to invest in capital projects. Most people prefer to save 
money rather than invest it because of extreme uncertainty 7 

The war at the bottom of the down wave is known as the trough war 
and acts as a catalyst to get the economy moving again. In view of the 
tremendous economic slack in the system, this war is not inflationary. As time 
progresses, each cyclical up wave becomes stronger; confidence returns and 
business once again reaches full productive capacity. Because price inflation 
is almost absent, interest rates are very low. Credit is both abundant and 
cheap. During this phase, businesses replace old plant and equipment and also 
invest in new capacity, which improves productivity and creates wealth. 

This rising phase is usually associated with widespread exploitation of 
a previously developed technology, such as canals in the 1820s, railroads in 
the mid- 19 th century, automobiles in the 1920's, electronics in the 1960's and 
computers in the 1990's. As the rising phase progresses, inflationary 
distortions caused by over investment start to develop. This development has 

7 Technical Analysis Explained, by Martin J. Pring, p. 372 
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a tendency to cause social tensions and economic instability. 

A common characteristic around this period is another war, known as 
the peak war. Unlike the trough war, which acts as a catalyst to economic 
recovery, the peak war places undue pressure on a system that is already close 
to full capacity. As a result, commodity prices and bond yields move to very 
significant 20 to 25 year new highs. This was true of the peaks of 1814, 1864 
and 1914. 8 

The longer a trend takes to complete, the greater its psychological 
acceptance. The eight-year bull market between 1921 and 1929 was 
interrupted by corrective reactions. But the substantial increase in stock prices 
during this period resulted in a considerable amount of excess, confidence and 
speculation, which were only erased by a sharp and lengthy decline. 9 



The presidential cycle is the most common of the longer-term cycles. 
It has an average length between troughs of 41 to 54 months. 

The Kondratieff wave should be used as a framework to achieve a 



8 Technical Analysis Explained, by Martin J. Pring, p. 374 

9 Technical Analysis Explained, by Martin J '. Pring, p. 365 
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better understanding of inflationary and deflationary forces in the economy. It 
should not be used to mechanically predict market movements. 

The Kondratieff (K) cycle reflects the balance between long-term 
inflationary and deflationary forces as they affect financial markets. E.H. 
Phelps Brown and Sheila Hopkins of the London School of Economics noted 
a regular recurrence of 50 to 52 year cycles of prices in the United Kingdom 
between the year 1271 and 1954. 10 10 At the start of a new cycle, business 
conditions are depressed. Because of the considerable excess capacity of 
plant and machinery, there is no incentive to invest in capital projects, (see 
Figure 3-1) 

As time progresses, each cyclical up wave becomes stronger, 
confidence returns and business once again reaches productive capacity. 
Because price inflation is almost absent, interest rates are very low. Credit, a 
necessary fuel for any recovery, is both abundant and cheap. 11 

As the up phase of the cycle matures, inflationary distortions caused 
by over investment start to develop. 



10 Technical Analysis Explained, by Martin J. Pring, p. 372 

11 Technical Analysis Explained, by Martin J . Pring, p. 374 
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The 10-Year Stock Market Cycle 
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The Elliot Wave 



Time Spans Between Stock Market Peaks and Troughs 
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1.2- Political Volatility and Inflection Points 
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Figure 1-4 

Projecting the K (Kondratieff) Wave cycle peak into the future, we add 
23 years to the 2003 cyclical bottom giving a target date of 2025 for a peak in 
inflation. 
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4-Year Presidential Cycle 
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Figure 1-5 

Stocks tend to rise during the 4 th year of the Presidential Cycle. 
(Figure 1-5) 
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1.2- Political Volatility and Inflection Points 
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Figure 1-6 shows that when the stock market is rising, voters tend to 
maintain the incumbent leader. When stocks collapse, the leader is thrown out 
in a landslide or by other means. 12 Voters do not appear to care which party is 
in power at such times. They just throw whomever they perceive to be in 



12 Conquer the Crash by Robert J. Prechter, Jr., p. 235. 
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charge and his party out of power. 

George Bush #41 enjoyed record presidential approval ratings in 1991 
and yet lost the election a year later amidst the deepest slide in the S&P's 
earnings since the 1940s. 14 

In 1992, Bill Clinton began his first term in the White House. He was 
reelected in 1996 as the tech boom took off, the NASDAQ reached all time 
highs, and the dot.com boom minted millionaires by the thousands. The real 
estate boom minted thousands more. 



1.3- The 4 Year Presidential Cycle 

Each administration seems to prefer corrective economic action early 
in its term. It is expedient that the economy has recovered from any recession 
and is booming by election time. After the market crash of March, 2000, Fed 
chairman Alan Greenspan lowered the federal funds rate to 0.75%. Cheap 
money fueled an asset boom that helped President Bush's already strong 



13 Conquer the Crash by Robert J. Prechter, Jr., p. 235. 

14 Conquer the Crash by Robert J. Prechter, Jr., p. 237. 
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reelection prospects in 2004. 

The market low in the second year of every administration since 1914 
has been the base of a rally the following year in which the Dow (30 stocks) 
gained an average of 50%. In addition, seven of the last eight bear markets 
ended in the second year of the presidential administration in which they 
occur. 15 
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15 Sv Harding. http://www.BullandBear.com . 
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Pre-election years have been the strongest of the four-year presidential 
cycle. Indeed, there has not been a bearish pre-election year since 1939. The 
average rally has been 17%. 
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1.3 - The 4 Year Presidential Cycle 



Market Corrections 



Years 


Begin 




End 


i 


% Change 


1856- 
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1886- 


-1877 


December, 


1886 


October, 


1887 


-18% 


1896- 


-1897 


May, 


1896 


August, 


1896 


-30% 


1906- 


-1907 


January, 


1906 


November, 


1907 


-49% 


1916- 


-1917 


November, 


1916 


December, 


1917 


-40% 


1926- 


-1927 


February, 


1926 


March, 


1926 


-17% 


1936- 


-1937 


March, 


1937 


March, 


1938 


-48% 


1946- 


-1947 


May, 


1946 


October, 


1946 


-23% 


1956- 


-1957 


April, 


1956 


October, 


1957 


-19% 


1966- 


-1967 


February, 


1966 


October, 


1966 


-29% 


1976- 


-1977 


September, 


1976 


February, 


1978 


-27% 


1986- 


-1987 


August, 


1987 


October, 


1987 


-36% 


1996- 


-1997 


August, 


1997 


October, 


1997 


-15% 






Figure 1-13 







Note that in years ending in 7, October is usually down quite hard. It's 
a bearish combination of month and year. In October, 1997, stocks fell by 
15%. In October, 1987, stocks dropped 36 percent! As of this writing 
(August 2007), we are in a panic. 11 

In 1904, Arthur H. Church, a scientist, 16 described phyllotaxis, the leaf 



16 On the Relation of Phyllotaxis to Mechanical Laws by A.H. Church; Williams & 
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arrangement of plants, showing its relationship to a mathematical series based 
on the works of Leonardo Fibonacci. 17 In Fibonacci's most celebrated work, 
Liber Abacci, he introduces the series 1, 1, 2, 3, 5, 8, 13, 21, 34, 3 55, 89, 144, 

233,377.... 

Each element of the series is the sum of the two previous numbers. 
The series has been attributed to Fibonacci's observation of the Great Pyramid 
of Ghiza. This pyramid has five surfaces and eight edges for a total of 13 
surfaces and edges. There are three edges visible from any one side. It is 
5,813 inches high (5-8-13), and the ratio of the elevation to the base is 0.618. 18 
Another phenomenon of the pyramid is that the total of the four edges of the 
base measured in inches is 36,524.22, which is exactly 100 times the length of 
the solar year. This permits interpretations of the Fibonacci summation series 
to be applied to time. 19 

The ancient Greeks expressed the Fibonacci series as the golden 
section and used these relationships in works such as the Parthenon and the 
Sculpture at Phydeus. Leonardo da Vinci consciously employed Fibonacci 
ratios to his sculptures and paintings. 



Newgate, London, 1904. 

17 Trading Systems and Methods, Perry J. Kaufman, 3 rd Edition, p. 351. 

1 8 Dynamic Symmetry: The Greek Vase by J. Hambridge; Yale University Press, New 
Haven, CT, 1931; pp. 27-38. 

19 Dynamic Symmetry: The Greek Vase by J. Hambridge; Yale University Press, New 
Haven, CT, 1931; p. 351. 
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The golden spiral, also called the logarithmic spiral, is a perfect representation of the chambered 
nautilus. 




Chambered nautilus 



Logarithmic, or "golden" spiral 



Figure 1-14 



Church noted that a nautilus of normal size has a total of 89 curves, 55 
in one direction and 34 in another. In observing sunflowers of other sizes, he 
found that the total curves are Fibonacci numbers up to 144, with the two 
previous numbers in the series describing the distribution of curves. The 
Chambered Nautilus is a considered a natural representation of a golden 
spiral, based on the proportions of the Fibonacci ratio, in which the 
logarithmic spiral passes diagonally through opposite corners of successive 
squares such as DE, EG, G, J and so forth. (Fig. 1-14) Nature also shows that 
the genealogical pattern of a beehive is a perfect duplicate of the Fibonacci 



series 



2ii 



20 Dynamic Symmetry: The Greek Vase by J. Hambridge; Yale University Press, New 
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You may be asking what any of this has to do with elections. The 
answer is that mass human activity is, as we shall see, strongly influenced by 
repetitive cycles and ratios like the ones described here. 



1 .4 - Schiller's Theses 

Distinguished Yale economist Robert Schiller has conducted extensive 
research on market psychology. Here are some of his findings: 

People make decisions based on how they will feel in the future, not 
just based on the facts. 

Price trends are not determined by fundamentals. Markets are moved 
by the quantitative and moral anchors in the minds of participants. 

Quantitative anchors are easily recalled or suggested. For example, 
past prices would be quantitative anchors. Moral anchors are akin to stories 
and justification. 

Investor reasoning is easily swayed by storytelling. It's rarely 



Haven, CT, 1931; p. 352. 
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quantitative or logical. 

I think the same is true of politics. The candidate with the best story 
and most compelling message wins. 



1.5- Credit and Deflation 

Credit may be defined as access to money. Its owner may transfer it to 
someone else for a fee (interest). The transfer encourages consumption and 
the velocity of money. The borrower's contract to repay it is called a debt. 
Since credit is a medium of exchange and payment, it becomes a unit of 
account, just like money. When the volume of money and credit rises relative 
to the volume of goods available, the relative value of each unit of money 
falls, making prices for goods generally rise (inflation). When the volume of 
money and credit falls relative to the volume of goods available, the relative 
value of each unit of money rises, making prices of good generally fall 
(deflation). 21 Deflation follows the extension of credit/debt. In 1957, 



21 Conquer the Crash by Robert R. Prechter, Jr., p. 88. 
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Hamilton Bolton, distinguished financial analyst, noted that: 

In reading a history of major depressions in the U.S. from 1830 on, I was 
impressed with the following: 

a) All were set off by a deflation of excess credit. This was the one 
factor in common. 

b) Sometimes the excess-of-credit situation seemed to last years 
before the bubble broke. 

c) Some outside event, such as a major failure, brought the thing to a 
head, but the signs were visible many months, and in some cases 
years, in advance. 

d) None was ever quite like the last, so that the public was always 
fooled thereby. 

e) Some panics occurred under great government surpluses of revenue 
(1837, for instance) and some great government deficits. 

f) Credit is credit, whether non-self-liquidating. 

Deflation of non-self-liquidating credit usually produces the greater 
slumps. 22 



22 Conquer the Crash by Robert R. Prechter, Jr., p. 89. 
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Near the end of a major expansion, few creditors expect default, which 
is why they lend freely to weak borrowers. Few borrowers expect their 
fortunes to change, which is why they borrow freely. Deflation involves a 
substantial amount of involuntary debt liquidation because almost no one 
expects deflation before it starts. 23 The velocity of money is reduced, putting 
downside pressure on prices. Falling prices reduce companies' operating 
margins postponing capital improvements and new hiring. Unemployment 
increases and wages stagnate. Economic growth falters and recession sets in. 
A contraction in credit causes forced liquidation of assets. Debts are retired 
by paying them off, refinancing or default. "The process ends after the supply 
of credit falls to a level at which is collateralized acceptably to creditors." 24 

A deflationary crash is characterized in part by a persistent, sustained, 
deep general decline in people's desire and ability to lend and borrow. A 
depression is characterized in part by a persistent, sustain, deep, general 
decline in production. Since a decline in production reduces new investment 
in economic activity, deflation supports depression. Because both credit and 
production support prices for investment assets, their prices fall in a 
deflationary depression. As asset prices fall, people lose wealth, which 

reduces their ability to offer credit, service debt and support production. This 

23 Conquer the Crash by Robert R. Prechter, Jr., p. 90. 

24 Conquer the Crash by Robert R. Prechter, Jr., p. 92. 
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mix of forces is self-reinforcing. The U.S. Has experienced two major 
deflationary depressions, which lasted from 1835 to 1842 and from 1929 to 
1932 respectively. Each one followed a period of substantial credit 
expansion. 25 

In the U.S. stock collapse of 1 835-1 842, a brand new political party 
(the Whigs) won the presidential election in 1 840 and another (The Democrat 
Republicans), which had held power for 40 years, soon afterward dissolved. 
In the election of 1860, following the stock bottom and deep recession of 
1859, politics were so polarized that many states did not list all the 
presidential candidates on their ballots. A new party (Republican) won its first 
election. 26 

The conditioned power of non-conformists increases during times of 
uncertainty and pain. Expanding credit has created "wealth" and consumption 
offsetting the erosion of middle class wages and benefits. i If the "subprime" 
panic of August, 2007, is the opening salvo of recession (or worse) over the 
coming years, politics as usual in Washington is done. As Barack Obama put 
it: "I may not have spent much time in Washington, but I've been in 
Washington long enough to know that Washington must change." 



25 Conquer the Crash by Robert Prechter, Jr., p. 92. 

26 Conquer the Crash by Robert Prechter, Jr., p. 238. 
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Figure 1-16 

We've all heard of bubbles. Figure 1-16 shows the four stages of a 
bubble. Bubbles can migrate from one asset class to another and can be 
difficult to spot before they have already made significant progress. Can the 
stages of a bubble be applied to a political movement? 

When Michael Rupp was questioned about the validity of this pattern 
applied to politics, he responded with: 
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Figure 1-16 is a Logistic Population Growth Model 27 . The left curve 
accelerates upward as a population reproduces at the same rate because more 
units are multiplying. Nearly all successful endeavors follow this pattern over 
time. The middle of the curve levels off as full capacity to sustain the 
population (or idea) is approached (saturation). The curve then plateaus as 
long as there is enough reproduction (new followers of the idea) to sustain it. 
Finally, reproduction slows and the curve falls. 



W.D. Gann (1 878-1955) was a master trader and market forecaster. 
He related time, price and space to create forecasts. For example, a year is a 
full cycle of 365 degrees. Half a year is 180 degrees (26 weeks), and 90 
degrees is 13 weeks. Gann is best known for his use of geometric angles to 
relate price and time. Figure 1-17 relates the square to the price chart with 6 
geometric lines. The first support level is 240. Major is 276. The next minor 
support is 268. Congestion area support is 254 and 262 (one box off). 



27 See http://en.wikipedia.org/wiki/Logistic function for more details. 

1 - The Alchemy of Political Power 3 1 



444 443 442 441 440 439 438 437 436 435 434 433 432 431 430 429 428 427 426 



368 
369 
370 
371 
372 
373 
374 
375 
376 
377 
378 
379 
380 
381 
382 
383 
384 
385 
386 



367 366 365 364 363 362 361 360 359 358 357 356 355 354 353 352 351 



300 299 

301 240 

302 241 

303 242 

304 243 

305 244 

306 245 

307 246 

308 247 

309 248 

310 249 

311 250 

312 251 

313 252 

314 253 

315 254 

316 317 



298 297 
239 238 



296 295 
237 236 



294 293 
235 234 



292 291 
233 232 



290 289 288 
231 230 229 



287 286 
228 227 



188 187 



189 


144 


190 


145 


191 


146 


192 


147 


193 


148 


194 


149 


195 


150 


196 


151 


197 


152 


198 


153 


199 


154 



200 201 
255 256 
318 319 



186 185 
143 142 

108 107 

109 80 

110 81 

111 82 

112 83 

113 84 

114 85 

115 86 

116 117 
155 156 
202 203 
257 258 
320 321 



184 183 

141 140 

106 105 

79 78 

60 59 

61 48 



182 181 

139 138 

104 103 

77 76 

58 57 

47 46 



180 179 178 177 176 
137 136 135 
102 101 100 



75 74 



56 
55 



62 


49 


44 


45 


54 


63 
64 


50 51 


52 


53 
68 


65 66 


67 



87 88 
118 119 
157 158 
204 205 
259 260 
322 323 



89 90 
120 121 
159 160 
206 207 
261 262 
324 325 



73 

72 

71 

70 

69 
91 92 
122 123 124 
161 162 163 
208 209 210 
263 264 265 
326 327 328 



99 



97 
96 
95 
94 
93 



134 

133 
132 
131 
130 
129 
128 
127 
126 
125 
164 



175 
174 
173 
172 
171 
170 
169 
168 
167 
166 
165 



285 284 
226 283 
225 282 
224 281 
223 280 
222 279 
221 278 
220 277 



425 424 
350 423 
349 422 
348 421 
347 420 
346 419 
345 418 
344 417 
343 416 
342 415 



219 276 341 414 



211 212 
266 267 
329 330 



218 275 
217 274 
216 273 
215 272 
214 271 
213 270 
268 269 
331 332 



387 388 389 390 391 392 393 394 395 396 397 398 399 400 401 402 403 



340 413 
339 412 
338 411 
337 410 
336 409 
335 408 
334 407 
333 406 
404 405 



Figure 1-17 



32 



1.6 -4 Stages of a Bubble 



Chapter 1 Endnotes 



CBS News, (CBS/AP), "Brown: 'Can I Go Home?'", Nov. 3, 2005 - "Can I quit now? 

Can I go home?" one e-mail sent by former Federal Emergency Management Agency 

director Michael Brown reads. 

E-mails sent by Brown during and immediately after Hurricane Katrina hit the Gulf 

Coast reveal that he was looking for a dog sitter, chatting about shopping and showing 

concern about his appearance during the tumultuous time. 

A House panel investigating the government's sluggish response to the storm has 

released 23 pages of internal e-mail from the time Katrina hit. The e-mails could bring 

more criticism to Brown, who has already been removed from his post after being 

denounced by lawmakers for his handling of Hurricane Katrina. 

In one e-mail, sent on Aug. 29 as Katrina was pummeling the Gulf, a FEMA public 

affairs official tells Brown the outfit he wore on a television appearance looked 

"fabulous," to which Brown replies, "I got it at Nordstroms," then adds, "Are you proud 

of me? Can I quit now? Can I go home?" 

CBS News correspondent Bob Orr reports that an hour later, as thousands of evacuees 

huddled in the Superdome "shelter of last resort," Brown fired off another email: "If 

you'll look at my lovely FEMA attire you'll really vomit. I am a fashion god." (sic) 

And after the levees failed and the situation grew even more desperate, FEMA's point 

man in New Orleans pleaded for Brown to send more help. 

"... you know the situation is past critical," wrote Marty Bahamonde. "Estimates are 

many will die within hours." 

Just four minutes later Brown wrote back a light message: "Thanks for the update. 

Anything specific I need to do or tweak?" 

In another, an aide reminds Brown to pay heed to his image on TV, suggesting that he 

roll up his sleeves. 

By Sept. 2, Brown expressed inundation with the disaster response. He wrote to a GOP 

consultant who had requested a meeting, "I'm trapped now! Please rescue me!" 

The following day, Brown wrote to a fellow FEMA employee: "I feel like I'm getting the 

s— t beat out of me ..." 

In response to an e-mail with a subject reading "U ok?" Brown wrote on Aug. 30, "I'm 

not answering that question." But he did ask the fellow FEMA employee if he knew of a 

good dog sitter or even "any responsible kids." 

Some lawmakers immediately decried the e-mails. Louisiana Democrat Charlie 

Melancon say they "depict a leader who seemed overwhelmed and rarely made key 

decisions." 

Brown, who resigned under fire Sept. 12, 2005, after being heavily criticized for the 

federal government's slow reaction to the hurricane, has said he will remain employed 

by the FEMA to help the agency complete its review of the response to Hurricane 

Katrina. He said he would also be reviewing for the agency a large number of Freedom 

of Information requests dealing with the response. 

Asked in a telephone interview if he expects to complete that work by the end of his 

second 30-day extension, Brown replied, "Absolutely. I'm motivated to wrap it up. I'm 

ready to move on." 

Brown resigned three days after Homeland Security Secretary Michael Chertoff relieved 
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him of his on-site command of FEMA's response to Katrina. The storm killed more than 

1 ,200 people along the Gulf Coast, flooded New Orleans and forced the evacuation of 

hundreds of thousands. R. David Paulison was named acting director. 

Earlier memos obtained by news organizations show that FEMA struggled to locate 

food, ice, water and even body bags in the days following Hurricane Katrina, a frantic 

effort punctuated by bureaucratic chaos, infighting and concerns about media coverage. 

"Biggest issue: resources are far exceeded by requirements," wrote William Carwile, the 

top Federal Emergency Management Agency official in Mississippi in a Sept. 3 e-mail 

to a state official. "Getting less than 25 percent of what we have been requesting from 

HQ daily." 

In other released internal FEMA e-mails, Marty Bahamonde, the first FEMA official to 

arrive in New Orleans in advance of the Aug. 29 storm, sent a dire e-mail warning to 

Brown saying victims had no food and were dying. 

No response came from Brown. Instead, less than three hours later, an aide to Brown 

sent an e-mail saying her boss wanted to go on a television program that night but first 

would need at least an hour to eat dinner at a Baton Rouge restaurant. 

Bahamonde, who sent the e-mail to Brown two days after the storm struck, said the 

emails illustrate the government's failure to grasp what was happening. Click here to 

read the emails (PDF). 

"There was a systematic failure at all levels of government to understand the magnitude 

of the situation," Bahamonde testified. "The leadership from top down in our agency is 

unprepared and out of touch." 

ii http://www.SirChartsAlot.com , "Plunge Protection Team Working Overtime," August 9, 
2007, by Gary Dorsch, Editor - "Imagination is more important than knowledge", the 
brilliant Albert Einstein used to say. Imagine for just a moment, that the Dow Jones 
Industrials has become a key instrument of national economic policy, and that by 
"actively managing" its direction, the government could impact the wealth of tens of 
millions of US households, and by extension, influence consumer confidence and 
spending. 

Since the appointment of Henry Paulson to the helm at the US Treasury, the US stock 
market has always found a way to defy the law of gravity. During Paulson's short reign, 
the Dow Jones Industrials (DJI-30) broke an 80-year old record for the longest streak of 
gains with only three declining days in between. During the first seven months of his 
tenure, the S&P 500 did not decline by 2%, the second longest period without a 2% 
correction since 1964. 

The market savvy Treasury chief, who built a $730 million fortune at Goldman Sachs, is 
also the chairman of the Working Group on Financial Markets, commonly known as the 
Plunge Protection Team (PPT), created by Ronald Reagan to prevent a repeat of the Wall 
Street meltdown in October 1987. The PPT is empowered to intervene in stock index 
futures and the foreign currency markets in the event of a crash. 

Paulson and his Plunge Protection Team are dealing with another tough challenge, trying 
to extend the S&P 500's all-time record for avoiding a 10% correction. It's been 52- 
months since the S&P 500's last slide of 10% or more, which took place from January 
14 to March 11, 2003, when it lost 14 percent. Since then, the benchmark index has 
more than doubled without a similar drop. 
"It's my job to be vigilant," Paulson said on July 26 th "I've made this statement when 
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the markets looked very good, and I've made it during times of volatility, but I will say 
that on global financial shocks, it's very hard to predict them. I am comforted by the 
fact that we have a strong global economy and very healthy economy in the US, but it's 
my job to be vigilant," Paulson said. 

Federal Reserve chief Ben "helicopter" Bernanke is the US Treasury chief's right hand 
man, a key player controlling the US money supply. Since Paulsen's confirmation in 
July 2006, the broad M3 money supply has expanded at a 13% annualized clip, its 
fastest in 30-years, in a brazen effort to inflate the US stock markets, and keep the cost 
of borrowing low for corporate takeover artists. 

The PPT's strategy is to offset weakness in the US housing market, with increased 
household wealth in the stock market, in order to avoid a recession. However, the 
weakness in housing has gone on longer and deeper than the PPT would like. Existing 
US single-family homes marked their eighteenth consecutive monthly price decline in 
May, bringing the annual loss to 3.4 percent. 

US homebuilder sentiment slid in July to its lowest since January 1991, the National 
Association of Home Builders said on July 17 lh , as fallout from the housing slump and 
sub-prime mortgage crisis caused a glut of new homes. US home foreclosure filings 
rose 58% in the first six months of the year and could surpass 2 million this year as the 
housing market continues to deteriorate, Realty Trac, said on July 30 th . 
The escalating foreclosure rate on US homes has badly shaken the $2 trillion sub-prime 
mortgage market, and the riskiest BBB- segment, has lost 65% of its market value to 35- 
cents on the dollar. The sudden aversion for risk spilled over into the high-yield junk 
bond market, where yields jumped 120 basis points, putting speculators on edge about 
the outlook for corporate takeovers and share buybacks, the two key catalysts of the 
market's rally to record highs. 
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Chapter 2 

Why the Democrats Will Win the White House in 2008 

In 1936 the Literary Digest polled two million people ( a huge slice of 
the electorate in 1936) and predicted that Republican Alfred Landon would 
beat President Franklin Roosevelt by a large margin that November. Two 
years after its mistake the Literary Digest had lost credibility and was out of 
business. In 1988 Michael Dukakis thought a tank ride would shore up his 
election prospects while George H. W. Bush bet on Willie Horton to help his. 
Was either of them right? Would the election have turned out differently had 
they made other choices? Twelve years later, did Ralph Nader really deliver 
the White House to the Republicans? 

Let us assume that voters hold the party in power responsible for the 
present state of the union and the economy. They vote for the party of highest 
expected utility. If they perceive that the economy and other matters are being 
handled well, they support the incumbent party. If not, the opposition gains 
the upper hand. We also assume that some voters always vote for "their" party 
regardless of performance in office while others are swing voters. Figures 2-1 
and 2-2 show the incumbent party's vote share graphed against the growth rate 
and inflation. 28 



28 Forfar an introduction to econometrics, c. Predicting Presidential Elections and Other 
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In figure 2-1 the best fitting line (smallest sum of squared errors) has 
been added. It has a standard error of 4.9 and a coefficient of 0.9. The slopes 
t-statistic is 4.5, suggesting that the growth rate is significant to election 
outcomes. 



In 1978 Dr. Ray C. Fair of Yale University created a model based on a 
theory of voting behavior. It states that the incumbent party share of the two 
major party vote is partly a function of eight variables: (1) the growth rate (per 
capita growth rate of real GDP during the first three quarters of the election 
year),(2) inflation (percentage change in GDP deflater over the 1 5 quarters 
prior to the election) and (3) number of good news quarters (number of 
quarters out of the 15 quarters before the election in which the growth rate 
exceeded 3.2%). The other five non-economic variables are (4) president 
running (If the President is running for re-election, the president running 
variable is given a value of 1; otherwise the value is 0), (5) duration (the 
duration variable is given a value of 0.0 if the incumbent party has been in 
office for only one consecutive term, 1.0 for two consecutive terms, 1.25 for 
three consecutive terms, 1.5 for four consecutive terms and 2.0 for five 
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consecutive terms). Number 6 is party variable (1 for Democrats and -1 for 
Republicans, reflecting bias against the Democrats). Number 7 is the war 
variable (1 for war, for no war.) The war variable is 1 for the elections of 
1920, 1944 and 1948 and otherwise, the Iraq Wars and other conflicts 
notwithstanding. Finally, the intercept (the point on the line in figure 2-1 
where the growth rate is zero) is the expected incumbent party share of the 
two-party vote at an economic growth rate of 0%. As may be seen in figure 
2-1, the intercept is 51.4, which means that if the growth rate were zero, the 
incumbent party would, on average, win 51.4% of the two-party vote share 
during the 1920-1996 period. 



Vote Share depends on: 


£- statistic 


0.70 


Growth Rate 


7.46 


-0.71 


Inflation 


-2.75 


0.90 


Good News Quarters 


3.84 


4.00 


President Running 


3.23 


-3.30 


Duration 


-3.06 


-2.80 


Party Variable 


-5.16 


4.70 


War Variable 


1.98 


48.40 


Intercept 


19.02 


Standard Error: 2.2 


Number of observations: 21 




Figure 2-3 
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In Figure 2-3, the intercept is 48.4, which is the percentage of the two 
party vote share this variable will supply the incumbent if the economy grows 
at percent, as per figures provided by the Commerce Department, during its 
tenure. The standard error of 2.2 percent is the typical plus or minus historical 
error. The t-statistic is the ratio of the coefficient value to its standard error. It 
is a measure of the coefficient's importance. T-statistics greater than 2 and 
less than -2 signify that the explanatory variable has at least a 95% probability 
of effecting the dependent variable, i.e. the election outcome. The high t- 
statistics of the intercept and growth rate in Figure 2-3 demonstrate their 
significant impact on the incumbent party's election prospects. 
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Actual and Predicted Vote Share 



Year 



In 
Power 



Election Outcome 



Actual Predicted Predicted 
Vote Vote Minus 

Share Share Actual 



1916 


D 


President Wilson beat Hughes 


51.7% 


50.7% 


-1.0% 


1920 


D 


Cox lost to Harding 


36.1% 


38.9% 


2.8% 


1924 


R 


President Coolidge beat Davis and La 












Follette 


58.2% 


57.8% 


-0.4% 


1928 


R 


Hoover beat Smith 


58.8% 


57.3% 


-1.5% 


1932 


R 


President Hoover lost to F. Roosevelt 


40.8% 


39.1% 


-1.7% 


1936 


D 


President F. Roosevelt beat Landon 


62.5% 


64.3% 


1.8% 


1940 


D 


President F. Roosevelt beat Willkie 


55.0% 


56.0% 


1.0% 


1944 


D 


President F. Roosevelt beat Dewey 


53.8% 


52.9% 


-0.9% 


1948 


D 


President Truman beat Dewey 


52.4% 


50.5% 


-1.9% 


1952 


D 


Stevenson lost to Eisenhower 


44.6% 


43.9% 


-0.7% 


1956 


R 


President Eisenhower beat Stevenson 


57.8% 


57.3% 


-0.5% 


1960 


R 


Nixon lost to Kennedy 


49.9% 


51.1% 


1.2% 


1964 


D 


President Johnson beat Goldwater 


61.3% 


61.3% 


0.0% 


1968 


D 


Humphrey lost to Nixon 


49.6% 


49.6% 


0.0% 


1972 


R 


President Nixon beat McGovern 


61.8% 


59.8% 


-2.0% 


1976 


R 


Ford lost to Carter 


48.9% 


48.6% 


-0.3% 


1980 


D 


President Carter lost to Reagan 


44.7% 


45.6% 


0.9% 


1984 


R 


President Reagan beat Mondale 


59.2% 


61.5% 


2.3% 


1988 


R 


G.H.W. Bush beat Dukakis 


53.9% 


52.4% 


-1.5% 


1992 


R 


President G.H.W. Bush lost to Clinton 


46.5% 


50.9% 


4.4% 


1996 


D 


President Clinton beat Dole 


54.7% 


52.6% 


-2.1% 


2000 


D 


G.W. Bush beats Gore 


47.9% 


49.5% 


1.6% 


2004 


R 


President G.W. Bush beats Kerry 


50.7% 


56.9% 


6.2% 



Figure 2-4 



Figure 2-4 compares actual vs. (after the fact, i.e. actual values of 
explanatory variables were used) predicted vote share and the percentage 
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error. For each election, each coefficient (left column) from figure 2-3 was 
multiplied by the actual value of the respective variable for that coefficient. 

2.2 - Election of 2004 

Given predictions of the economic variables, they may be used to 
forecast the incumbent party vote share at election time. After Bush #43 won 
the election in 2004, many people at home and abroad were surprised and 
disappointed. London's Daily Mirror asked: "How Can 59,054,087 People Be 
So Dumb?" 

Let's take a closer look at the Fair Model's prediction of the election 
outcome to gain a deeper understanding of the actual election results. We 
know from Figure 2-3 that the incumbent president has a 4.0 percentage point 
lead right out of the gate. In addition, Bush's party (Republican) was up for re- 
election, another 2.8 % lead. The Republican Party had also been in the White 
House for just one consecutive term, so there was no duration penalty. All of 
this adds up to a big head start: An incumbent Republican President running 
for re-election after just one term. Observe Figure 2-4. There were four other 
cases of a Republican President running for reelection after one term: 

In 1984 President Reagan beat Walter Mondale with 59.2% of the vote; 
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in 1972 president Nixon beat George McGovern with 61.8% of the vote; 

in 1956 President Eisenhower beat Stevenson with 57.8% of the vote and 

in 1924 President Calvin Coolidge beat Davis with 58.2% of the vote. 

In November, 2001, Dr. Fair's model (including his predicted 
economic variables) predicted that Bush would win the 2004 election with 
56.9% of the vote (Figure 2-5). 

In November, 2004, Bush actually won 50.8% of the two party vote. John 
Kerry (D) won 48.3% and Ralph Nader (Green Party) won 0.4%. Voter 
turnout was 6.4% higher than in 2000, the largest increase since 1952 and 
at 60.7% the highest turnout since 1968. A total of 122 million Americans 
voted. 78 million eligible voters DID NOT VOTE, allowing Bush #43 to 
win with only 30.8% of the eligible vote, i.e. 26% of the voting age 
population. 
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Real-Time Prediction for 2004 


Coefficient 


Value 


Coefficient x Value 


Variable 


0.70 


1.5 


1.1 


Growth Rate 


-0.71 


3.0 


-2.1 


Inflation 


0.90 


3.0 


2.7 


Good News Quarters 


4.00 


1.0 


4.0 


President Running 


-3.30 


0.0 


0.0 


Duration 


-2.80 


-1.0 


2.8 


Party Variable 


4.70 


0.0 


0.0 


War Variable 


48.40 


1.0 


48.4 


Intercept 






56.9 





Figure 2-5 

2.3 - Election of 2008 

What does the Fair Model predict for 2008? Since the three 2008 
explanatory economic variables are still unknown (as of August, 2007) , they 
must first be estimated. But even without them, the Republicans face major 
headwinds. An electoral realignment may be at hand. Assuming a 2.2% 
growth rate, 3.5% inflation and two good news quarters, the Republicans will 
get 47.96% of the two party presidential vote in 2008, i.e. the Democrats will 
take 52.04% of the two party vote, i.e. they will win the White House. 
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The equation to predict the 2008 presidential election is: 
Votep = 46.61 (4 variables plus intercept) + .680*Growth - .657*lnflation + 1 .075*Goodnews 

...where Party is -1, Person is 0, Duration is 1, and War is 0. 
Multiplying these values by their respective coefficients and adding the 
intercept gives a value of 46.61. The standard error is 2.54%. 

2.4 - Outlook for the Election of 201 2 

Looking ahead to 2012, what are Obama's prospects for a second 
term? As Figure 2-3 shows, the growth rate is significant. There is still time 
for the housing recession to worsen in 2008 and 2009 before bottoming out in 
2010. A rebound in 201 1 would be a good set up for the Growth Rate and 
Good News variables during the first three quarters of 2012 to favor the 
incumbent. 

Inflation could be a real problem. Costs are rising sharply while the 
economy slows. This is called stagflation and was the backdrop to Jimmy 
Carter's defeat in 1980. The Inflation Variable could hurt Obama in 2012 just 
as it favors him in 2008. 

As the incumbent president, we will assume that he is the Democratic 
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Party nominee. 

The President Running variable is 1 since Obama will be running for 
re-election. This gives him a 4.0% leg up. Duration is since the Democrats 
will have served only one term so there is no duration penalty. The Party 
variable is 1 because of the voter tendency to favor Republicans. Regardless 
of whether American forces are still in combat in 2012, the War variable will 
be assigned a because it is not assumed that voters will disregard the other 
variables as they did in 1920, 1944 and 1948. 

Overall, the odds are good that Obama will win in 2012. 



2.5 - The 1 3 Keys to the White House 

Dr. Allan Lichtman of American University has devised a presidential 
prediction system. He describes it as: 

"The Keys to White House are a historically-based prediction system that 
retrospectively account for the popular-vote winners of every American 
presidential election from 1860 to 1980 and prospectively forecast well 
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ahead of time the winners of every presidential election from 1984 through 
2004. The Keys give specificity to the theory that that presidential election 
results turn primarily on the performance of the party controlling the White 
House and that politics as usual by the challenging candidate will have no 
impact on results. The Keys include no polling data and consider a much 
wider range of performance indicators than economic concerns. Already, 
the Keys are lining up for 2008, showing how changes in the structure of 
politics will produce a Democratic victory, in a dramatic reversal from 
2004. The Keys also point the way to a new kind of presidential politics 
based on forthright discussions of the issues and ideas that will shape 
America's future". Figure 2-6 defines the 13 keys to the Executive Power: 
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The Keys are statements that favor the re-election of the incumbent 
party. When five or fewer statements are false, the incumbent party 
wins. When six or more are false, the challenging party wins. 

KEY 1 (Party Mandate): After the midterm elections, the incumbent 
party holds more seats in the U.S. House of Representatives than it 
did after the previous midterm elections. 

KEY 2 (Contest): There is no serious contest for the incumbent-party 
nomination. 

KEY 3 (Incumbency): The incumbent-party candidate is the sitting 
president. 

KEY 4 (Third party): there is no significant third-party or independent 
campaign. 

KEY 5 (Short-term economy): The economy is not in recession during 
the election campaign. 

KEY 6 (Long-term economy): Real per-capita economic growth during 
the term equals or exceeds mean growth during the previous two 
terms. 

KEY 7 (Policy change): The incumbent administration effects major 
changes in national policy. 

KEY 8 (Social unrest): There is no sustained social unrest during the 
term. 

KEY 9 (Scandal): The incumbent is untainted by major scandal. 

KEY 10 (Foreign/military failure): The incumbent administration 
suffers no major failure in foreign or military affairs. 

KEY 11 (Foreign/military success): The incumbent administration 
achieves a major success in foreign or military affairs. 

KEY 12 (Incumbent charisma): The incumbent-party candidate is 
charismatic or a national hero. 

KEY 13 (Challenger charisma): The challenging-party candidate is not 
charismatic or a national hero. 

Figure 2-6 
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Lichtman's 13 Keys, while more subjective and retrospective than the 
Fair Model, place less emphasis on economic trends and emphasis social 
mood and personality. 
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Keys To The White House: Historical Results, 1860-2004 
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Figure 2-7 



As of this writing (September 17, 2007) financial markets are holding 
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their breath in anticipation of a federal funds rate cut and Fed statement 
tomorrow. Some hope a "Bernanke put" will stave off further market selling 
and a recession. The US dollar is on a precipice. Keys 5 & 6 will probably 
turn before November, 2008. 



Key 
Number 


Description 


Predictive 

Outcome 

2008 


Summation 


Kl 


Party Mandate 


FALSE 





K2 


Contest 


FALSE 





K3 


Incumbency 


FALSE 





K4 


Third party 


uncertain 





K5 


Short-term economy 


uncertain 





K6 


Long-term economy 


uncertain 





K7 


Policy change 


FALSE 





K8 


Social unrest 


TRUE 


1 


K9 


Scandal 


TRUE 
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K10 


Foreign/military failure 


FALSE 





Kll 


Foreign/military success 


FALSE 
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Incumbent charisma 


FALSE 





K13 


Challenger charisma 


TRUE 





Lichtman number = 


2 




Figure 2-8 







During discourse and experimentation with these models it was 
discovered that Lichtman didn't find an optimal function based on the data at 
hand. Michael Rupp observed that: 

The double negatives are hard to follow, and it is easy to second guess 
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what is or is not a turned key. Using Lichtman's own function, I came up 
with a predictive accuracy of only 13V2%. My formula has a predictive 
accuracy approaching 100%. Lichtman really was onto something big. 

My formula is: K12-(K1+K2+K3+K4+K5+K6+K7+K8+K9+K10+K11+K13) 

If the result is —4 or less the incumbent party lose. If the value is —3 or 
greater the incumbent party wins. 

Supporting documentation for Mr. Rupp's formula ca be found in 
Appendix A . 
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Chapter 3 

From the Embargo of 1807 to the Panic of 2007 

"Most historical events from wars to revolutions do not have simple 
causes. When these events move in extreme directions, it is usually because 
of a confluence of factors, none of which is by itself large enough to explain 
these events." 29 

Seventeenth century North America witnessed a titanic struggle 
between great powers - France and England. Spain played a secondary role. 
The border between New France and the British Empire ran through present 
day New York, Pennsylvania, Ohio and Kentucky. Military skirmishes were 
common. In 1689, the British and their Iroquois allies launched a major 
assault (King William's War, 1697) which was followed by Queen Anne's 
War. In 1754, the French and Indian War (the North American theater of the 
Seven Years' War) resulted. 



29 Irrational Exuberance by Robert Schiller, p. 31. 




Figure 3-1 
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Figure 3-2 

In resounding triumph for Great Britain, all of Canada was seeded to 
the British (Treaty of Paris, February 10, 1763). The end of the war caused a 
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severe recession in the commodities-oriented British colonies. In September 
1763, Amsterdam financial markets crashed. The western world went into an 
economic slump. 

One result of the Treaty of Paris was the removal of France as a 
countervailing power to the westward expansion of British colonists. The 
French check on settler expansion had aided British control of the distant 
colonies by keeping settlements close to shore and the Royal Navy. With the 
French gone, the colonists ignored the (British) Proclamation Boundary Line 
Treaty (1763) and moved west, setting the stage for a showdown. The 1760s 
became a period of dissent and agitation. In 1766, farmers revolted at Hudson 
River Valley. There were more revolts in North Carolina. In 1765, Parliament 
passed the Stamp Act, a tax on documents. The colonists then boycotted the 
taxed items. In 1766, Parliament passed the Declaratory Act, which declared 
its right to make laws for the colonies and repealed the Stamp Act. In 1767, 
Parliament passed the Townsend Act. Tensions came to a head on March 5, 
1770, when a group of colonists started throwing snowballs at British troops. 
The British opened fire, killing several civilians. On June 22, 1772, Ayre 
Bank (London) collapsed and set off a panic. In January, 1773, there was 
another panic in Amsterdam. The British Colonies became increasingly 
unmanageable and rebellious. Sentiment was angry. Deflation gripped 
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commodities prices while taxes were raised and the colonies were denied 
representation in Parliament. 

On December 16, 1773, the Sons of Liberty disguised themselves as 
Mohawk Indians and dumped £70,000 of boycotted tea into Boston Bay. The 
tea belonged to the East India Company. In response, Parliament passed the 
Coercive (Intolerable) Act and the Boston Port Act, which closed the Port of 
Boston. The Massachusetts Government Act altered the structure of 
Massachusetts' colonial government. The Justice Act protected British 
officials from being tried by colonial juries. The Quartering Act provided 
housing for British troops and permitted them to take private homes. The 
Quebec Act removed trial by jury. In response, the First Continental Congress 
met in Philadelphia on September 5, 1774. They responded to Great Britain 
as one government. This was the first time that the 13 individual colonies 
acted as one. They submitted a letter of grievances to the King and made an 
agreement amongst themselves to meet again. On April 19, 1775 British 
troops were met at Concord by a local militia at Lexington. They began to 
fight each other. The militia captured Fort Ticonderoga in New York. On 
May 10, 1775, the Second Continental Congress convened and formed a 
Continental Army. 
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On June 15, 1775, John Adams nominated George Washington as 
Commander-in-Chief. The Congress sent a second letter of grievances to the 
King (the Olive Branch Petition). The King responded by declaring the 
colonies at war. On June 17, 1775, the British defeated American forces at 
Breed's Hill. On July 3, 1775, George Washington took control of the Army. 

Finally, almost 100 years to the day after Bacon's Rebellion, Congress 
accepted Thomas Jefferson's Declaration of Independence, (July 4, 1776) 
declaring the 13 colonies forever free from British rule. With substantial help 
from the French, Washington's outnumbered army defeated General 
Cornwallis at Yorktown on October 19, 1781. The war came to a formal end 
on September 3, 1783 with the Treaty of Paris and the 1784 Treaty of Fort 
Stanwicks. 

Deflation following war caused another recession in the mid- 1780s. 
Economic hardship fermented agrarian rebellion on August 29, 1786, in 
Massachusetts. Shay's Rebellion centered primarily on freeing jailed farmers 
from debtors' prisons and stopping the courts from holding trial to take 
farmers' lands. They demanded economic justice and expected democratic 
rights. The K-wave bottoms in the late 1780s. 

The Panic of 1797 was a commercial depression resulting in the 
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imprisonment of American debtors. As a result, the United States passed its 
first bankruptcy laws (the Bankruptcy Act of 1800). The upheaval of the 
French Revolution (1789) and the Napoleonic Wars were inflationary and 
correspond to a period of rising prices. 

In 1807, the Congress of the United States passed the Embargo Acts in 
retaliation for British harassment of American ships and impressment of 
sailors on the high seas. The incident started on June 21, 1807 when the 
American warship, U.S.S. Chesapeake, was fired on and boarded near Norfolk 
by the H.M.S. Leopard. Three Americans were killed and four were 
captured. Americans were outraged. The Act prohibited American vessels 
from landing in any port without the President's personal authorization. 
Eventually, the Embargo Acts were replaced with the Non-Intercourse Act 
(March 1, 1809), which lifted all embargo's except for those on Britain and 
France. Unfortunately, the Acts hurt the American economy more than the 
British. Economic downturn devolved into depression and unemployment 
skyrocketed. 

Continued tensions with the United Kingdom led to the War of 1812 
(June 18, 1812-February 18, 1815), considered to be the second War of 
Independence from Great Britain. It occurred at the top of the K-wave (1814). 
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Prices plateaued for the next five years until the Panic of 1819, c. 21 years 
after the Panic of 1797. The Panic of 1819 occurred 56 years after the 
Depression of 1763 and 34 years after the recession of the mid- 1780s. It had 
also been 13 since the Embargo Acts and depression of 1807. 

The Panic of 1819 was the first major financial crisis in the United 
States and featured widespread foreclosures, bank failures, unemployment and 
a slump in agriculture and manufacturing. It marked the end of the economic 
expansion that had followed the War of 1812. During that war, the United 
States government had borrowed heavily leading to credit expansion. The 
post-1812 boom was then fueled by rampant real estate speculation. At the 
same time, the government ordered a return to specie. The result was a 
massive contraction in credit and a wave of bankruptcies, as well as wide- 
scale urban unemployment. In Philadelphia, unemployment reached 75%. In 
addition, the end of the Napoleonic Wars decreased European demand for 
American agricultural products. A secondary depression began with the Panic 
of 1819 and prices collapsed as the Kondratieff wave bottomed. The Panic of 
1819 was followed 21 years later by the Depression of 1837 (1837-1842) with 
a collapse in cotton prices. President Jackson's specie circular (Coinage Act) 
exacerbated the price implosion by outlawing soft (paper) money for real 
estate transactions. During the first third of the 19 th century, steam 
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technology, cotton manufacturing technology, and canals greatly increased the 
productivity of the American economy. That productivity led to speculation 
and the Panic of 1 837. Over the next three years, the stock market lost half of 
the value built up over the previous 60. 

Military conflict between the United States and Mexico (trough war) 
marks the bottom of the K-wave (1846-1848). From the 1840s on, the wave 
rises with commodities prices, leading to the (peak) (Civil) war (1860-1865). 
Prices then stabilize through 1873 when a secondary depression starts. Fifty- 
five years after the Panic of 1819 and 34 years after the Crash of 1837, the 
world plunged into another depression. On May 9, 1873, the Vienna Stock 
Exchange crashed. Then on September 18, 1873, the Jay Cook Bank failed 
and a domino effect rippled through the financial system. The New York 
Stock Exchange closed for ten days. The crash followed the end of the hot 
money fueled by the railroad boom (1866-1873), which had been the largest 
source of employment after agriculture. Precipitating events were the 
September 24, 1869 stock market crash (Black Friday) and the end in 1870 of 
the Franco-Prussian War. 

The Depression of 1873 (the long depression) lasted until 1896, the K- 
wave trough. During the 1870s, unemployment in the United States hovered 

3 - From the Embargo of 1807 to the Panic of 2007 63 



around 14% as the Progressive Era unfolded. The Great Railroad Strike of 
1877 paralyzed the country. The Depression of 1873 occurred 112 years, or 
two cycles, after the depression of the 1760s. Nearly 112 years after the Crash 
of 1873, world stock markets crashed again (October 19, 1987). 

The Panic of 1873 was followed by the Crash of 1893, as the K-wave 
bottomed out. Enmity between the capitalist and working classes reached the 
boiling point. Class conflict became the cornerstone of the Progressive Era. 
Census figures showed a 20% fall in wages between 1870 and 1883. 30 
Average unemployment in the 1890s was above ten percent. The crash of 
January 1893 lasted until June 1894 and was followed by another recession in 
June 1897. 

Gross National Product shrunk by 4% from 1892 to 1893, by 6% from 
1893 to 1894 and yet again by 2.5% from 1895 to 1896. 

Agriculture comprised 19% of Gross National Production. Over 
production of agricultural commodities worsened the depression. 
Manufacturing capacity increased by 296% between 1865 and 1896. In 1890, 
Baring Brothers Bank suspended operations. The railroads slowed down, 
construction fell off and there was a credit crunch. In 1896, William Jennings 



30 Radicalism in America by Sidney Lens, p. 172. Thomas Y. Crowell Co. Publisher, 
1969. 
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Bryan promoted Free Silver. 

The crash of 1893 was 56 years after the crash of 1837 and nearly 89 
years after the Depression of 1807. It had been almost 21 years since the 
crash of 1873. The Knights of Labor grew from 53,000 in 1883 to 700,000 in 
1886. Between 1865 and 1881, there were less than 500 walkouts. Between 
1881 and 1905, there were 38,000 strikes involving 7.5 million workers. 
Farmers founded the Greenback party and the People's Party (Populists) in 
1891. The Great Railroad Strike of July 1877 31 (101 years after Jefferson 
delivered the Declaration of Independence) nearly became another 
revolution. 32 Baltimore and Chicago were rocked by riots and Philadelphia 
burned. President Hayes sent the Army to contain the strikers. 

On May 1, 1886, 350,000 workers struck 1,200 factories for an eight- 



3 1 On July 23, 1877, switchmen of the Michigan Central in Chicago, whose wage rates had 
been already reduced from 65 to 55 dollars a month, rebelled at the prospect of another 
cut. Within a day the Midwestern transport system was in paralysis, and workers in 
innumerable factories and shops, caught by the mood, joined the parade. "The City in 
Possession of Communists," was the headline of the New York Times. Next day police, 
cavalry, and strikers met in bitter battle at the Halsted Street viaduct. At one point 
20,000 men on both sides were under arms. Fifty separate mobs were fighting the 
authorities, closing saloons, attacking residences, destroying locomotives, marching 
toward City Hall. At least 30 were killed and almost 100 wounded. Radicalism in 
America by Sidney Lens, p. 147. Thomas Y. Crowell Co. Publisher, 1969. 

32 The Great Riots of 1877 were actually a greater menace to the established order than 
anything since the Civil War. The New York Tribune referred to them as an 
"insurrection." Other papers called them a "communist conspiracy." One saw in them 
"the awful presence of Socialism, which has more than once made Europe tremble on 
account of its energy, its despotism, its fearful atrocities." It took 20,000 armed men to 
suppress the strike. Radicalism in America by Sidney Lens, p. 144. Thomas Y 
Crowell Co. Publisher, 1969. 
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hour day without a reduction in pay. On May 4, 1886, the Haymarket tragedy 
unfolded. That same year 200,000 workers struck the Union and Missouri 
Pacific railroads. On June 30, 1892, organized steelworkers squared off 
against Carnegie and Frick in Pittsburgh. In June 1894, 125,000 workers 
struck in solidarity with 4,000 employees of the Pullman Palace Car 
Company 33 Transportation west of Chicago was paralyzed. Two thousand 
army troops, under the command of decorated Civil War hero Nelson Miles, 
were sent in to break the strike. 

Conditioned power is a function of time and place in history. In the 
period after Reconstruction, the locus of conditioned power moved from 
politics to business. Empires were being built by great men while politicians 
and government took a back seat. The period is remembered for its 
unremarkable presidents: Rutherford B. Hays, Chester A. Arthur, Grover 



33 Though the depression lasted half a decade, from 1893 to 1897, not a single state 

provided relief- only a few cities here and there. Workers in the prime of their lives - 
60% were under 35 - found themselves on the scrap heap with no place to look for help 
except an occasional dollar from their unions or from public charity. A conference of 
union delegates presided over by Samuel Gompers called on the cities and states to 
inaugurate public works projects and to initiate public relief. In his best oratorical style, 
Gompers denounced "the wealthy possessors of our country." Demonstrations flared in 
the streets of the big cities. One held in Chicago in the fall of 1893 attracted 10,000 men 
and was addressed both by Gompers and Henry George. At another one in New York's 
Madison Square Garden a few months later, early in 1 894, Gompers was so distraught 
he uttered poetical words which few socialists would disparage: Let conflagration 
illumine the outraged skies! Let red Nemesis burn the hellish clan And chaos end the 
slavery of man. Radicalism in America, by Sidney Lens, p. 192. Thomas Y. Crowell 
Co. Publisher, 1969. 
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Cleveland and Benjamin Harrison. 34 Business titans had monopoly power. 
The Panic of 1907 was halted only when J.P. Morgan, a private citizen, 
persuaded banks to unite and lend money to threatened institutions. The 
Federal Reserve was created in response to the crisis. 

3.2 - Deflated bank accounts yield Dividends of Anger 

A November 2004 Newsweek cover story reported on the sinking 
dollar, (see Figure 3-2) Perhaps a cover story could be written on the 
devaluation of the political currency in the United States as well. From the 
Gulf of Tonkin Resolution to Watergate, Iran-Contra to 'Read My Lips" and 
WMD 35 , the President's (Democratic or Republican) word to the people is in a 
bear market. Expectations have lowered and cynicism reigns. This trend is 
unsustainable. The electorate is anxious for political currency with purchasing 
power. 111 This macro-political change will sweep Barack Obama into the 



34 "Government responses to depression during the 1890's exhibited elements of 
complexity, confusion, and contradiction. Yet they also showed a pattern that confirmed 
the transitional character of the era and clarified the role of the business crisis in the 
emergence of modern America. Hard times, intimately related to developments issuing 
in an industrial economy characterized by increasingly vast business units and 
concentrations of financial and productive power, were a major influence on society, 
thought, politics, and thus, unavoidably, government. Awareness of, and proposals of 
means for adapting to, deep-rooted changes attending industrialization, urbanization, and 
other dimensions of the current transformation of the United States long antedated the 
economic contraction of the nineties." EH.Net Encyclopedia: "The Depression of 1893", 
by David O. Whitten, Auburn University. (See 
http://eh.net/encyclopedia/article/whitten.panic. 1 893) 

35 Weapons of Mass Destruction. 
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White House. "The level of public interest in and attention to the market 
changes significantly over time, just as the publics interest jumps from one 
newsworthy topic to another. Attention shifts from news stories about 
Jacqueline Kennedy to stories about Princess Diana to stories about Martha 
Stewart. Interest in the stock market goes through fads in just the same way, 
depending on the story quality of the precipitating event." 36 So it is in the 
political marketplace. Years of government mismanagement have brought 
back the "fad" of community activism. More and more people want to get in 
on the Obama "IPO." 

3.3 - From Financial Speculation to Political Campaigns 

"The drops in the stock market since 2000 and the failure of the 
market to recover had just gotten people increasingly fed up with the stock 
market and ready to transfer their affections to another market." 37 Enthusiasm 
is transferable from dot.com's to real estate to any other asset class. But what 
happens to speculative euphoria when all asset classes are in a bear market? 
Human interest migrates to politics. Figure 3-1 shows periods of deflation in 
the economy. Deflationary depressions bottomed around 1 820, 1 900 and 



36 Irrational Exuberance by Schiller, p. 66 

37 Irrational Exuberance by Schiller, p. 80. (Quote 2003) 
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1946. All were preceded by a great crash following a major war. Deflationary 
periods give rise to political unrest, reform and revolution. 

The deflation following the end of the French and Indian War 
(1756-1763) was coincident with reduced prosperity and political 
dissatisfaction with the British Crown. Protest over taxes led to rebellion, 
civil disobedience and, ultimately, revolution. The Revolutionary War 
(1775-1781) was inflationary for commodities. The disinflation that followed 
the end of the war caused agricultural prices to fall, squeezing many farmers 
into bankruptcy and debtors' prison. Shay's Armed Rebellion of 1787 was the 
result. 

The French Revolution of 1789 wreaked havoc across Europe and 
prices for American exports rose throughout the 1790s. The Bank of England 
Panic of 1797 reversed the inflationary trend and thousands of Americans 
went to debtors' prisons as a deflationary depression threw thousands out of 
work. 

The Bankruptcy Act of 1 800, America's first bankruptcy law, was 
passed by Congress as a result. The embargo Acts exacerbated deflation. The 
recession bottomed out in 1807. Napoleon's armies marched, and tension 
between Britain and America became unbearable, leading to "world war" on 
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the continent and the second war for American independence in 1812. The 
progressive Napoleonic code (1804) went into effect during the 1797-1807 
deflation. Napoleon's final defeat at Waterloo (June 18, 1815) marked the top 
of the Kondratieff cycle and is followed by economic downturn. 

Foreclosures, bank failures, unemployment and a slump in producer 
prices led to the Panic of 1819. Populism and democratic currents made 
inroads during the Andrew Jackson Administration (1829-1837). An 
economic boom during the 1830s, a massive real estate bubble fueled by 
newly available western land and rampant paper money inflation led to 
Jackson's Specie Circular Act of 1836. The result was a major contraction of 
credit and a market meltdown on May 10, 1837. A Great Depression followed 
lasting five years (bottom of Kondratieff cycle). The 1846-1848 Mexican- 
American War (trough war) and the California Gold Rush (1849) inflated the 
dollar and set off another speculative real estate boom in the 1850s. Note that 
interest rates (our proxy for producer prices) failed to reach pre- 1836 levels 
until after the Panic of 1857. 

The 20-year deflationary period between 1837 and 1857 was marked 
by massive upheaval" in Europe (1848 Revolutions) 38 agitation (1848 Seneca 



3 8 "A specter is haunting Europe - the specter of Communism. All the Powers of old 
Europe have entered into a holy alliance to exorcise this specter: Pope and Czar, 
Metternich and Guizot, French Radicals and German police-spies. Where is the party in 
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Falls convention) and extreme polarization leading to Civil War (Compromise 
of 1850, Kansas-Nebraska Act of 1854, Kansas Border Wars 1854-1858, Dred 
Scott Case 1857). As early as 1820, 77-year-old Thomas Jefferson understood 
that civil war was inevitable in the United States. Referring to the Missouri 
Compromise of 1820, he wrote: ". . . this momentous question, like a fire bell 
in the night, awakened and filled me with terror. I considered it at once as the 
knell of the Union. It is hushed, indeed, for the moment. But this is a 
reprieve only, not a final sentence. A geographical line, coinciding with a 
marked principle, moral and political, once conceived and held up to the angry 
passions of men, will never be obliterated; and every new irritation will mark 
it deeper and deeper." 39 

Agricultural products from Russia flooded world markets at the 
conclusion of the Crimean War (1853-1856), depressing commodities and real 
estate prices worldwide. In America, east-west running railroad bond assets 
imploded in the wake of Dred Scott v. Sandford. Five thousand businesses 
failed and in October 1857, a bank holiday was declared in New York and 
New England as the contagion spread to Europe, South America and the Far 



opposition that has not been decried as Communistic by its opponents in power? Where 
is the Opposition that has not hurled back the branding reproach of Communism, against 
the more advanced opposition parties, as well as against its reactionary adversaries?" 
Preamble, Communist Manifesto Karl Marx, Fredreich Engels. 
39 Thomas Jefferson in a letter to John Holmes, April 22, 1820. 
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East. The Panic of 1857, an aftershock nearly 21 years after the Panic of 1837 
and 34 years after the deflationary trough following the Panic of 1819, was 
followed by a sharp spike in prices (1857-1860) as the tech-tonic plates of 
history shifted and the earthquake of Civil War (1861-1865) resolved the 
North/South political tensions built up over the proceeding decades/ 

The Civil War certainly uprooted old institutions and changed power 
relations within the country, but it entrenched industrial capitalism, not the 
proletariat; it consolidated the power of business, not the lower classes. Even 
President Andrew Johnson, far from a radical, could note in 1866 that "an 
aristocracy based on nearly $2,500,000,000 of national securities has arisen in 
the Northern states . . . the war of finance is the next war we have to fight." 40 

The Civil War inflationary boom was short-lived. The 35,000 mile 
western railroad boom (1866-1873) ended with the Panic of September 18, 
1873. The Jay Cook Bank failure and the Vienna Stock Exchange debacle of 
May 9, 1873 ushered in the Great Depression of 1873-1877. Even in the 19 th 
century financial markets were interconnected! The NYSE closed for ten days 
and 18,000 businesses failed within the next two years. Unemployment 
reached 14% as the country sank into a 30-year deflationary depression, 



40 Radicalism in America by Sidney Lens, p. 128. Thomas Y. Crowell Co. Publisher, 
1969. 
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sowing the seeds of the Progressive Era. 

The end of war (1865) heralded the end of good times for both capital 
and labor.i The locus of polarization shifted from North versus South to 
management versus union. By 1877, "an estimated 20% of the nation's 
workingmen were completely unemployed, 40% worked no more than seven 
months a year, and 20% had full time jobs." 41 The union movement gained 
traction as "new feudalism" was put in place during the Second Industrial 
Revolution. 42 "As we view the achievements of aggregated capital, we 
discover the existence of trusts, combinations and monopolies, while the 
citizen is struggling far in the rear or is trampled to death beneath an iron heel. 
Corporations, which should be carefully restrained of the law and servants of 
the people, are fast becoming the peoples' masters." 43 

Twenty- five years later, the worst of deflationary depression was over, 
and the United States had emerged as a global empire following the Spanish- 



41 A History of American Labor Joseph G. Rayback, p. 129. 

42 Mark Twain called the period following the Civil War the "Gilded Age." Industries 
mushroomed, railroads crisscrossed the nation, some men made fabulous fortunes. The 
merchant-capitalist of the first half of the century was considered rich when he owned a 
few hundred thousand dollars. The industrial capitalist of the last half measured his 
wealth in millions, sometimes tens of millions, of dollars. Statistics of growth were 
breathtaking. Population tripled - from 23 million in 1850 to 76 million at the turn of 
the century. From 1859 to 1919 the value of manufactured goods increased by 33 times. 
Giant corporations and trusts dotted the country. Heavy industry, such as steel, replaced 
in importance light industry, such as shoes, cotton goods, flour. The industrial 
revolution was finally in full swing, remaking the country in its own image. Radicalism 
in America by Sidney Lens, p. 127. Thomas Y. Crowell Co. Publisher, 1969. 

43 President Grover Cleveland to Congress, 1888. 
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America War (trough war) of 1898-1902. After the Panic of 1907, economic 
conditions improved and inflation accelerated towards the top of the K-wave 
and World War I. (see Figure 3-1) In 1913, on the eve of war in Europe 
(1914), President Woodrow Wilson declared: "The masters of the government 
of the United States are the combined capitalists and manufacturers." 44 

The astonishing power of the Gilded Age titans created its opposing 
force: organized union power. The discord in society fermented the 
progressive movement. 45 The 1920s were also a period of presidential 
mediocrity. Warren Harding, Calvin Coolidge and Herbert Hoover are 
remembered as failures. The decade is associated with Lindbergh, Harlem, 
movies, mass production and speculation. As Calvin Coolidge put it:" The 
chief business of the American people is business." Also in 1928, on the eve 



44 Radicalism in America by Sidney Lens, p. 219. Thomas Y. Crowell Co. Publisher, 
1969. 

45 "Hard times intensified social sensitivity to a wide range of problems accompanying 
industrialization, by making them more severe. Those whom depression struck hardest 
as well as much of the general public and major Protestant churches, shored up their 
civic consciousness about currency and banking reform, regulation of business in the 
public interest, and labor relations. Although nineteenth century liberalism and the 
tradition of administrative nihilism that it favored remained viable, public opinion began 
to slowly swing toward governmental activism and interventionism associated with 
modern, industrial societies, erecting in the process the intellectual foundation for the 
reform impulse that was to be called Progressivism in twentieth century America. Most 
important of all, these opposed tendencies in thought set the boundaries within which 
Americans for the next century debated the most vital questions of their shared 
experience. The depression was a reminder of business slumps, commonweal above 
avarice, and principle above principal." EH.Net Encyclopedia: "The Depression of 
1893", by David O. Whitten, Auburn University. (See 
http://eh.net/encyclopedia/article/whitten.panic. 1 893) 
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of the worst depression in modern history, Herbert Hoover declared:" We in 
America today are nearer to the final triumph over poverty than ever before in 
the history of any land." The Nineteenth Amendment (women's vote) to the 
constitution (August 18, 1920), the landslide Republican victory of Warren G. 
Harding (1920) and the showdown between Democrat Al Smith and 
Republican Herbert Hoover in 1928 set the stage for the denouement of the 
Republican Party and the Fourth Party System. Four years later, Franklin D. 
Roosevelt and the "revolution of 1932" produced the greatest reversal of 
public policy in American history. 46 An electoral realignment had occurred. 
Realignments occur when the socioeconomic system develops but the 
institutions of electoral politics and policy formation remain essentially 
unchanged. Consequently stacked up are dislocations, dysfunctions and 
increasingly visible social maladjustments, which are not sufficiently attended 
to until the political system catches up with a lurch as "incremental bargaining 
politics" gives way to "non-incremental change." 47 

In 2007 the dawn of the Seventh Party system is upon us. The 2006 
Congressional elections herald electoral realignment in the 2008, 2012 and 
2016 presidential elections. American democracy will be reborn and Barack 
Obama is its midwife. 



46 David R. Mayhew, Electoral Realignments, 2002. page 10 

47 ibid page 1 8 
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Chapter 3 Endnotes 



iii GALLUP NEWS SERVICE, "Congress Approval Rating Matches Historical Low; Just 
18% approve of job Congress is doing", August 21, 2007, by Jeffrey M. Jones. 
PRINCETON, NJ — A new Gallup Poll finds Congress' approval rating the lowest it has 
been since Gallup first tracked public opinion of Congress with this measure in 1974. 
Just 18% of Americans approve of the job Congress is doing, while 76% disapprove, 
according to the August 13-16, 2007, Gallup Poll. That 18% job approval rating 
matches the low recorded in March 1992, when a check-bouncing scandal was one of 
several scandals besetting Congress, leading many states to pass term limits measures 
for U.S. representatives (which the Supreme Court later declared unconstitutional). 
Congress had a similarly low 19% approval rating during the energy crisis in the 
summer of 1979. Americans' evaluations of the job Congress is doing are usually not 
that positive — the vast majority of historical approval ratings have been below 50%. 
The high point was 84% approval one month after the Sept. 1 1 terrorist attacks, when 
Americans rallied behind the federal government. Since then, Congress' approval 
ratings have generally exhibited the same downward trajectory seen in those for 
President George W. Bush. Currently, 32% of Americans approve of the job Bush is 
doing as president, a far cry from the record-high 90% he received in September 2001. 
Bush's current job approval rating is just three percentage points above his lowest. . . . 
. . . Frustration with Congress spans the political spectrum. There are only minor (but 
not statistically meaningful) differences in the approval ratings Democrats (21%), 
Republicans (18%), and independents (17%) give to Congress. Typically, partisans view 
Congress much more positively when their party is in control of the institution, so the 
fact that Democrats' ratings are not materially better than Republicans' is notable. 
The nine-point drop in Congress' job approval rating from last month to this month has 
come exclusively from Democrats and independents, with Democrats' ratings dropping 
11 points (from 32% to 21%) and independents' ratings dropping 13 points (from 30% to 
17%). Republicans' 18% approval rating is unchanged from last month. The decline in 
congressional job approval could merely reflect the cessation of any public good will it 
engendered when the new leadership arrived in January, since the current 1 8% rating is 
similar to what it was in December 2006 (21%). But, it could also reflect 
disappointment with the new Congress' performance (especially among Democrats) and 
economic unease. 

Americans elected the Democrats as the majority party in Congress in November 2006's 
midterm election in large part due to frustration with the Iraq war and an ineffective and 
scandal-plagued Republican-led Congress. But any hopes that the elections would lead 
to change have not been realized as Democrats' repeated attempts to force a change in 
Iraq war policy have been largely unsuccessful due to presidential vetoes, disagreements 
within their own party, and the inability to attract Republican support for their policy 
proposals. Also, many of the Democratic leadership's domestic agenda items have not 
become law even though some have passed one or both houses of Congress. As the 
trend in congressional approval makes clear, ratings of Congress usually suffer during 
times of economic uncertainty, as during the late 1970s and early 1990s. While 
Americans' ratings of current economic conditions are not near historical lows, there is a 
great deal of concern about the direction in which the economy is headed. The latest 
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poll finds a record 72% of Americans saying the economy is "getting worse." 

iv "This union cause" was an isolated and harried cause in the mid- 19 th century. 

Depressions had gnawed it to bits. No national labor federation had come to the fore 
since the National Trades' Union had foundered in 1837. For the most part the existing 
unions were local in scope, lacking even the ties of a national association in their own 
craft. But during the 1 850s local unions began to federate nationally - first the printers, 
then the hat finishers, spinners, iron puddlers, blacksmiths, machinists. In the wake of 
this trend, Sylvis, having recently become a member and then secretary of the molders' 
union in Philadelphia, embarked on a similar campaign of amalgamation. Under his 
tutelage, twelve of the 17 scattered molders' groups in the country came together to set 
up a federation later known as the Iron Molders' International Union. A labor leader, 
surveying the tempest of the war years, could hardly avoid a truculent suspicion. The 
anxieties leading to war reduced trade, closed factories, and cause unemployment; many 
unions disappeared as if caught in the eye of a tornado. This slump, on the heels of the 
one in 1857, convinced Sylvis that a compromise was needed between North and South 
to save the workingman from disaster. He took the initiative, therefore, in December 
1860 to form a Committee of Thirty-Four to mobilize working-class sentiment to 
"preserve the union." He explained that "under the leadership of political demagogues 
and traitors scattered all over the land, North, South, East and West, the country is going 
to the devil as fast as it can. ..." Radicalism in America, by Sidney Lens, p. 134. 
Thomas Y. Crowell Co. Publisher, 1969. 

v Northern labor and capital were allies in the Civil War, but far from narrowing the 
division between them, the war actually widened it precipitously. "Our recent war," 
Sylvis was to write, "has led to the foundation of the most infamous money aristocracy 
of the earth." 

To checkmate this aristocracy, Sylvis, along with two conferees, William Harding of the 
coachmakers' union and Jonathan Fincher of the machinists, decided once again to form 
a national federation of labor. Unless labor centralized its efforts, it would be at the 
mercy of the employing class. As a labor paper in Rochester put it: "The longer action is 
delayed, the more difficult it will be for the workingmen to secure the end they seek . . . 
The late war and what has grown out of the war, made Capital stronger. It has made 
millions all at the expense of the labor of this country, and the capital thus concentrated 
is to be used in a greater or less degree to defeat the objects sought by the workingmen." 
With such thoughts in mind, Sylvis early in 1 866 issued the call for a labor convention, 
and in August that year 70 delegates assembled in Baltimore to form the National Labor 
Union. The delegates represented 60,000 workers. The National Labor Union, though it 
was made up entirely of union representatives, except for six members of the Eight-Hour 
Leagues, was not exactly a union, or perhaps, more properly, it was something more 
than a union. Its founders argued heatedly over a wide range of subjects - strikes, 
apprenticeship, Negroes, education, the eight-hour day, money reform, public lands, and 
a national labor party. It was obvious from the outset that what they were groping for, in 
addition to the organization of more workers, was a platform for social change. They 
seemed to have little faith in strikes, for they resolved to use this weapon sparingly and 
to rely increasingly on arbitration. They side-stepped the Negro question, catering to the 
fears of unskilled workers that the Negro would take their jobs. It is noteworthy that of 
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the 3,000 words in the Declaration of Principles, 1,900 were devoted to money reform. 
The eight-hour day received the loudest approval: "The first and great necessity of the 
present to free the labor of this country from capitalistic slavery is the passing of the law 
by which eight hours shall be the normal working day in all states of the American 
Union." Radicalism in America, by Sidney Lens, p. 135-136. Thomas Y. Crowell Co. 
Publisher, 1969. 
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Chapter 4 

The Anatomy of Power 

Smithian 48 economics provides the answer to merchant power: more 
competition. In the political arena, government policy is the stock and trade. 
To the extent that policies and agendas of different political parties are similar 
and there is little alternative, the "consumer", that is, the voter, does not 
experience the feeling of power associated with freedom of choice. In the 
United States in recent years, the political platforms of both major parties 
have converged. Nevertheless, advertising is more important than ever as the 
instrument of conditioned power even as candidates become indistinguishable. 
The paradox of fewer options in politics along with runaway advertising 
expenses as a barrier to political life is the issue of our day. Voter 
participation has fallen, a trend that must be reversed. The Obama campaign 
is well suited to be the agent of this reversal and has already begun. 

This book examines financial and political cycles. Finance and 
politics are the product of mass human participation. Unlike the exact 
sciences, the observer's thinking and observation of social phenomenon, such 
as political elections, can affect the outcome of his analysis. There is nothing 



48 Adam Smith (1723-1790), British economist. See 
http://en.wikipedia.org/wiki/Adam_Smith 



inevitable about a political leader's fortune or misfortune. Nothing is 
inexorable about the rise or fall of a political personality. One can, however, 
point to reasons why a certain personality rose to prominence or will rise to 
prominence such as Obama. Of course, it is more difficult to predict what will 
happen than to explain what has gone on before. Generalizations can be made 
to work for past events but shed less light on the future. Because the past is 
never repeated but the future often rhymes with it, imaginative thinking is 
essential to good forecasting. 

Participant thought affects the course of current events and leaders, 
including future leaders, are participants themselves. Their perceptions, as 
well as the perceptions of those around them and those opposed to them, 
determine the outcome of events as much as any "objective" data. Participants 
influence and affect one another without knowing it. This is clearly the case 
in the financial markets and it's true in politics and social phenomena as well. 
The scientific method is based on a presumption that a successful experiment 
corroborates the validity of the hypothesis that it was designed to test. But in 
situations with thinking participants, the experimental success does not assure 
the truth or validity of the statements that are being tested. Inconclusive and 
occasionally patently false predictions can and are sometimes crowned by the 
success of being right. In finance, faulty logic is "corroborated" when it 
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makes money. "Social science" is a false metaphor. 49 

"Participants' thinking does not relate to facts; it relates to events in 
which they participate, and these events become facts only after the 
participants' thinking has made its impact on them. Thus, the causal chain 
does not lead directly from fact to fact but from fact to perception and from 
perception to fact with all kinds of additional connections between 
participants that are not reflected fully in the facts." 50 

"The fact that a prediction turns out to be true does not necessarily 
validate the theory in which it is based. Conversely, a valid theory does not 
necessarily generate predictions that can be checked against the facts." 51 

Trained researchers in universities and laboratories are motivated by 
the pursuit of truth and the pursuit of success. In the natural sciences, true 
statements are worth more than false ones. In the social sciences, including 
finance and politics, false ideas and misconceptions may have as much 
currency as true ones because of their influence on mass behavior. The 
success or failure of a prediction in the social sciences is not conclusive 
evidence of its validity or falsehood. "As in the natural sciences, researchers 
and practitioners and participants in the social sciences, which, in fact, would 



49 The Alchemy of Finance by George Soros, p. 317. 

50 The Alchemy of Finance by George Soros, p. 318. 

51 The Alchemy of Finance by George Soros, p. 319. 
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include all of humanity, are also motivated by the pursuit of their perception 
of the truth, and success and the recognition of their peers. Although the 
methods of the natural sciences do not apply to the study of social sciences, 
that does not mean that we should not pursue the truth in the study of social 
events." 52 

In the financial and political arenas all predictions stand on the 
participants' decisions. To the extent that masses of people believe something 
to be true, it is true. To the extent that people feel strongly about an issue, it is 
important. To the extent that the electorate feels strongly about a candidate, 
that candidate is in the limelight. There's nothing inevitable about the course 
of events, Obama's presidency or the careers of politicians in general. But as 
America hurtles toward a political inflection point in 2008 and 2012, no 
candidate is more charismatic, more qualified and more likely to lead the 
country into the future than Barack Obama. 



The dialectic of reflexivity is not deterministic. The history of the 
Soviet Union (1917-1991) is resounding proof that political and economic life 



52 The Alchemy of Finance by George Soros, p. 320. 
82 4 - The Anatomy of Power 



cannot be scientifically determined. Those who shape the political and 
economic status quo create organization in their own image. Since no one has 
a monopoly on truth, the best arrangement allows for a critical process in 
which conflicting views can be freely debated and eventually tested against 
reality. Democratic elections provide such a test in politics and the market 
mechanism provides one in economics. "If Hegel's concept is the thesis and 
Marxism is the antithesis, reflexivity is the synthesis." 53 

Organization can be defined as the amalgamation of diverse elements to 
form a cohesive entity of common interests, values and purposes. Political 
campaigns and social movements fit this description. They form PAC's 
(Political Action Committees) and hire professionals (lobbyists) to 
influence decision makers. Large sums of money are required. For reasons 
we will see, politicians need ever larger sums of cash to stay in power. 
This trend is antithetical to democracy and Obama will halt and reverse it, 
strengthening Americans' confidence in their political system. On August 
6, 2007 he was interviewed by the Associated Press: "If lobbyists for well- 
heeled interests in Washington are setting the agenda on the farm bill, in 
the energy bill, on health care legislation and if we can't overcome the 
power of those lobbyists then we're not going to get serious reform in any 



53 The Alchemy of Finance by George Soros, p. 375. 
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of those areas," he said. "That doesn't mean they don't have a seat at the 
table. We just don't want them buying every chair." 

"When they've come to so dominate the debate that ordinary citizens' 
interests and viewpoints and concerns are drowned out then I think we've 
got a problem," Obama said. "This campaign is going to come down to 
whether you believe that it's enough just to get somebody other than 
George Bush in the White House to fix what ails Washington, or do you 
think we need to set a fundamentally new course." 

"I think that if you don't think lobbyists have too much influence in 
Washington, then I believe you've probably been in Washington too long," 
said Obama. 54 

"The politician who seeks office on behalf of the pecuniary interests of 
affluent supporters will be especially eloquent in describing himself as a 
public benefactor, even a diligent and devoted friend of the poor. The 
adequately educated businessman no longer employs workers to enhance 
his profits; his deeper purpose is to provide employment, advance 
community well being and insure the success of the free enterprise system. 
The more fervent evangelist is overtly concerned with the salvation of 



54 Associated Press, "Obama criticizes Clinton over lobbyists", by Mike Glover, August 6, 
2007 
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sinners, bringing the unrighteous to grace; anciently, he has been known to 
have his eye on the collection plates. A deeply ingrained and exceedingly 
valuable cynicism is the appropriate and frequent response to all avowals 
of the purposes of power; it is expressed in the omnipresent question: 
'What is he really after?"' 55 

Oftentimes power is an end in and of itself. As John F. Kennedy said, 
"I run for President because that's where the action is. We now know that 
some of that "Presidential action" included access to the defining sexual icon 
of the 20 th Century: Marilyn Monroe. In the words of William Hazlitt: "The 
love of power is the love of ourselves." 

It follows that power is pursued not only for the service it renders to 
personal interest, values or social perceptions, but also for its own sake, for 
the emotional and material rewards inherent in its possession and exercise. 56 

"The leader of any group of men feels thereby an almost physical 
enlargement of himself. Command is a mountaintop. The air breathed there is 
different, and the perspectives seen there are different from those of the valley 
of obedience." 57 While the pursuit of power for the sake of power cannot be 



55 The Anatomy of Power by John Kenneth Galbraith, p. 9. 

56 The Anatomy of Power by John Kenneth Galbraith, p. 10. 

57 On Power: Its Nature and the History of Its Growth by Bertrand De Jouvenel. Viking 
Press, 1949, p. 116 
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admitted, the reality is as ever part of the public consciousness. Politicians are 
frequently described as "power hungry"; the obvious implication is that they 
seek power to satisfy an appetite. 58 

Requisite social conditioning is essential to the exercise of conditioned 
power. It aims to create the illusion of power in those who do not wield it and 
conceal power that would seem illegitimate if exposed. Children are taught 
that in our democracy power is in the hands of the people. They learn the 
virtues of the free enterprise system and that "the customer is always right," 
giving the consumer the illusion of power. Our popular mythology hides 
corporate power and its lobbyists in Washington, D.C. There is an uproar 
when it is exposed. "Yet power, per-se, is not a proper subject for indignation. 
The exercise of power, the submission of some to the will of others is 
inevitable in modern society; nothing whatever is accomplished without it. It 
is a subject to be approached with a skeptical mind, but not with one that has a 
fixation of evil. 59 In 2007 public opinion is skeptical and sees evil in a system 
that allows groups of influence peddlers on K Street to dictate government 
policy. Obama does not accept donations from lobbyists. He goes to the 
people. 



58 The Anatomy of Power by John Kenneth Galbraith, p. 11. 

59 The Anatomy of Power by John Kenneth Galbraith, p. 13. 
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Of the three sources of power, property is seemingly the most 
forthright. Its possession gives access to the most commonplace exercise of 
power, which is the bending of the will of one person to another by 
straightforward purchase. 60 

The ability to impose one's will on the behavior of other persons is 
what distinguishes the rulers from the ruled. To the extent that someone can 
impose his or her will on an ever-larger number of people, either directly or 
indirectly, power itself can be measured in a quantitative fashion. Of course, 
this is a simplistic view, so let's have a closer look at how power is imposed, 
how it's acquired and where it comes from. 

Politicians and the chief executives of corporations are often criticized 
for abuse of power or for not demonstrating leadership - which would be a 
lack of power. Power stirs up strong emotions in many people, and that is 
why people holding power are more often than not in the public eye. In The 
Anatomy of Power, John Kenneth Galbraith has identified three main 
instruments for the wielding of power and three institutions or traits that 
accord the right to its use. Let us start with condign power. "Condign power 
wins submission by the ability to impose an alternative to the preferences of 
the individual or group that is sufficiently unpleasant or painful so that these 



60 The Anatomy of Power by John Kenneth Galbraith, p. 47. 
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preferences are abandoned." 61 

On the other hand, compensatory power wins submission by the offer 
of affirmative reward by the giving of something of value to the individuals so 
submitting. The prospect of receiving a salary from an employer is a common 
example of compensatory power. The rebuke of a supervisor or dismissal 
would be a form of condign power. A glowing job report would be another 
example of compensatory power. Of course, nothing compares with the 
payment of money for services rendered. Dr. Galbraith points out that it is a 
common feature of both condign and compensatory power that the individual 
submitting to it is aware of his or her submission. Conditioned power, on the 
other hand, is exercised by changing belief or feelings. 62 

Persuasion and the ability to persuade is a form of conditioned power. 
The ability to cause other individuals to submit to one's will voluntarily or to 
overhaul their belief systems to conform to your ideology or religious beliefs 
may be the ultimate form of power. In contrast to condign power, the fact of 
submission is not recognized by those who have submitted. 

Behind these three instruments for the exercise of power lie the three 
sources of power, the attributes or institutions that differentiate those who 



61 The Anatomy of Power by John Kenneth Galbraith, p. 4. 

62 The Anatomy of Power by John Kenneth Galbraith, p. 5. 
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wield power from those who submit to it. These three sources are personality, 
property and organization. 63 

Personality is defined as the quality of physique, mind, speech, moral 
certainty or other personal trait that gives access to one or more of the 
instruments of power. In ancient societies, this access was usually 
concomitant with physical strength and ruthlessness in battle. With the advent 
of the printed word in the 16 th Century and with the advent of electronic media 
in all its forms in the 20 th Century, conditioned power - that is, the ability to 
speak, to create belief, to inform and shape opinion - has become the central 
instrument leading to the gates of power. 

Compensatory power is largely understood to be property and income, 
for obvious reasons, as income provides the wherewithal to purchase the 
cooperation of others. Conditioned power has the most intimate relationship 
with organizational power. This is so because organization is required so that 
the power might be exercised. 

"The problem of understanding power, as always, is the absence of 
pure cases. In intimate admixture with the condign or compensatory 
enforcement of power is the submission that comes because the individual 
believes, or has been persuaded that this is somehow for him the better course. 

63 The Anatomy of Power by John Kenneth Galbraith, p. 6. 
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It is a submission that derives from belief; such submission is not only of 
great, but also of increasing importance. For as economic and social 
development have moved the society from condign physical enforcement to 
compensatory pecuniary reward, so they are now moving it toward an ever- 
increasing reliance on the use of conditioned power." 64 

In the alchemy of American political power, conditioned power 
becomes compensatory, compensatory congeals in to organizational and 
organizational transforms in to condign. That is why modern politicians 
devote themselves overwhelmingly to the cultivation of belief. 65 

Forthright purchase of votes was commonplace in various parts of the 
United States until comparatively recent times. 66 Conditioned power is the 
product of a continuum from objective visible persuasion to what the 
individual in the social context has been brought to believe is inherently 
correct. 67 As one moves from explicit to implicit conditioning, one passes 
from obtrusive ostentatious effort to win belief to an imposed subordination 
that is unnoticed, taken for granted. 68 

Conditioned power is the ability to get others to voluntarily submit to 



64 The Anatomy of Power by John Kenneth Galbraith, p 

65 The Anatomy of Power by John Kenneth Galbraith, p 

66 The Anatomy of Power by John Kenneth Galbraith, p 

67 The Anatomy of Power by John Kenneth Galbraith, p 

68 The Anatomy of Power by John Kenneth Galbraith, p 
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one's purposes. It drives manias, amplification mechanisms, positive 
feedback loops and their common manifestations, e.g. stock and real estate 
bubbles. Manias also form around individuals, usually gods and goddesses 
from the pantheon of sports and entertainment. Occasionally they form 
around politicians. Bobby Kennedy was one. Barack Obama is another. 

Advertising is the conscious attempt to create specific conditioned 
power. By art and reiteration, people are persuaded to believe and to trust, 
whether it's the efficacy of a brand of toothpaste or the trustworthiness of a 
presidential contender. The effect is the same. The target audience is brought 
to a belief in the purposes of the advertiser and surrenders to the will of the 
purveyor of goods, services or political purpose. That this is not always 
perceived as an exercise of power does not make it less the case. That the 
belief may be shallow and the resulting subordination neither durable nor 
substantial does not alter the essential character of the effort. There are few 
manifestations of power in modern times that expend such costly and 
committed energy as the cultivation of belief and the resulting exercise of 
power through advertising. 69 Once political belief is won, whether by explicit 
or implicit conditioning, the resulting subordination to the will of others is 
thought to be the product of the individual's own moral or social sense — that 



69 The Anatomy of Power by John Kenneth Galbraith, p. 30. 
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is, his or her feeling as to what is right or good. 70 

Personality evolves into fortune and fortune adds to the mystique of 
personality That is, they have a reflexive relationship. Bold and 
revolutionary ideas attract risk-taking spokespeople. If the risk-taker is 
successful, his personality and the myth of his personality attracts imitators, 
creates belief and is a magnet for good fortune. This is the story of the Obama 
campaign. Once acquired, fortune becomes a force for conservatism, as it is 
the natural tendency of conservatives to conserve or preserve the status quo 
after they have changed it to their liking. 

Having achieved the status of acceptance, once bold and revolutionary 
ideas and their spokespeople and, perhaps, the political and social movements 
that they represent swing to a more conservative attitude. A market analysis 
might describe this as a five wave move up followed by a three wave retracing 
downwards. The retracing is not a complete retrace of the initial five wave 
move towards acceptance and respectability of the initial bold ideas and their 
representatives. The preservation of power, of personality, of property or of 
organization requires the enforcement of power. Organization depends upon 
conditioned power and property depends on the extent of compensatory 
power. Force and the fear of force are the instruments of condign power. 



70 The Anatomy of Power by John Kenneth Galbraith, p. 35. 
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Conditioned power grows from exceptional personality. History tells 
us the names of exceptional personalities. We will never learn the names of 
the mediocre. 71 The specific aspects of personality which give access to 
conditioned power are among the most discussed questions of our time, and, 
indeed, of all time. 72 

The most effective personality wins voluntary submission, even 
unconscious submission by persuasion, not by force. The shrewd politician 
understands the reflexive nature of leaders and followers. He speaks to 
chosen audiences that already agree with what he is going to say and are fully 
conditioned in their belief. The inevitable applause and cheers are taken to 
reflect his influence and his power. However, what he has done is become a 
lightning rod for the opinions and the feelings and fears that his audience 
already has. He has identified himself with the conditioned will of those who 
are already sympathetic to him. 73 This is the safest form of leadership and the 
one that will lead to the fastest success. Leadership is defined as gaining the 
submission of others to one's purpose. A leader becomes a leader by 



71 Unless the mediocre rise to prominence, in which case they are remembered for the 
wrong reasons. 

72 The Anatomy of Power by John Kenneth Galbraith, p. 40. 

73 "Therefore the victories of good warriors are not noted for cleverness or bravery. 
Therefore their victories in battle are not flukes. Their victories are not flukes because 
they position themselves where they will surely win, prevailing over those who have 
already lost." The Art of War Sun Tzu (translated by Thomas Cleary), p. 117. 
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identifying himself with - and being identified with - the crowd. He is 
identified with and approved of by the crowd because he represents their 
feelings - their feelings of optimism, of pessimism, or, rather, their hopes and 
fears. He becomes them. Then he becomes the state. 

He is guided by the people; the people are then guided by him. He 
tells them what they want to hear. And then when he speaks, that is what they 
want because he said it. Historically, mental acumen, charm, seeming 
honesty, solemnity and piety were the essential ingredients of leaders. Today, 
the convincing combination of these traits, real or not, into a likable, easy to 
understand, 30-second character seen hundreds of times and as familiar as 
family, is the gateway to power. 

4.2 - Organization 

I define organization as the coordinated behavior of a group of 
individuals for a particular objective or outcome. Oftentimes, these groups of 
people behave in an automatic, mechanical and impersonal fashion, and they 
induce conformity. Their impersonal nature has led to metaphors comparing 
organizations and bureaucracies to machines, to machinery, to the efficiency 
or the lack thereof (bureaucracy) of a given governmental or corporate 
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organization. 

Organizations have access to compensatory power through their 
property. The U.S government, the Catholic Church and Microsoft are 
examples. Organizations are also endowed with condign power. Police 
departments and organized crime depend on it. The most powerful 
organizations are those that bring to bear the numerous combinations of all 
sources of power. Personality along with persuasion, property and 
organization are combined in various strengths and have a fluid relationship. 
An almost endless variety of instruments for the exercise of these powers is 
born of these sources of power. Organization and property coalesce and form 
around originating personality as the consequence of a personality's ability to 
win belief. So it is that what could be attributed to property and organization 
is attributed to the personality at their center. 

One of the ingredients of conditioned power is a marketable story. The 
marketable story is our modern myth. Underdogs who make it big. Stories 
about stubborn rebels who beat the system. Rags to riches stories. Abraham 
Lincoln. Andrew Carnegie. Franklin Delano Roosevelt. Ronald Reagan. 
Barack Obama. Nothing beats an irresistible personal story about overcoming 
the odds and no candidate has overcome the odds like Barack Obama. 
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(this sections title reterence) 



The rise of organizational power and its replacement of personality in 
the workplace and in society has increased the relative strength of conditioned 
power. The growth of organizational power in the private sector and in 
government, and the concomitant reduction in the effectiveness of the power 
of personality tend to increase conformity. Individuals who are promoted and 
rise to the top of organizations are those who are neutral, who do not offend 
nor provoke and are in general agreement with the perceived mores and 
standards of the broader organization and society. Bland CEO's are often the 
result. This phenomenon has migrated to the political arena. As political 
parties have taken on the characteristics of large corporations, the individuals 
who float to the top and represent the party, i.e. the organization, tend to be 
organization people themselves and have the conforming characteristics. This 
is at the root of popular dissatisfaction with political life in America. 
Advertising as a function of conditional power is acquired and sustained 
through compensatory power. A war chest is the sine qua non of access to the 
public mind. 

We live in the age of conditioned power. Everyone is a consumer. We 



74 Title of the 1956 bestseller by William Mollingsworth Whyte. 
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take the vantage point of consumers. Never before has the consumer had such 
a multitude of choices in the marketplace for every product and service 
imaginable. This is a benefit of globalization: cheap transportation, cheap 
telecommunications and the availability of goods and services at low cost 
from all over the world. This is now the norm. And so it is with our political 
"brands." We are constantly being "advertised to." Advertising appeals to the 
lowest common denominator. Advertising in politics is no different. 

Power consists in getting the greatest submission for the least cost. 
The power of business monopoly is prohibited by statute. 75 The power of 
political monopoly is not. Power has a natural tendency to extend itself. 
Organizational power (bureaucracy) has a tendency to grow. Compensatory 
power in the form of property and money has a tendency to attract more 
wealth. Wealth begets wealth, or the rich get richer, as they say. As 
organizational and compensatory power extend themselves and win the 
submission of more people, so others seek to resist that submission. 

As personality, property and organization and their instruments of 
enforcement are utilized to extend power, so they are brought to bear in 
resisting power. 76 We call this the dialectic of power. In other words, power 



75 The Sherman Anti-Trust Act of 1910. On June 28, 2007 the Supreme Court struck down 
price setting provisions. 

76 The Anatomy of Power by John Kenneth Galbraith, p. 71 . 
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creates its own resistance. If power is too large to be resisted, the natural 
alternative is the creation of an alternate source of power. The answer to the 
power of the employer is the union. The answer to the power of the police is a 
civil review board. The answer to the power of an army is another army. The 
answer to the power of the corporation is consumer advocacy. So we see that 
the exercise of power creates countervailing power. 77 Indeed, most modern 
political activity consists in efforts to capture the power of the state in support 
of or in resistance to some exercise of power. 78 As a rule, almost any 
manifestation of power will induce an opposite, though not necessarily equal 
manifestation of power. 79 

Symmetry in the dialectic of power is the broad rule. Power creates 
resistance. The resistance creates resistance and so on. The power of 
personality is usually met with an opposing personality. The power of 
property embodied in a modern corporation is met with and does battle with 
an opposing corporation in the battlefield of the market. Alternately, the 
power of organization as represented by a corporation may be met by the 
power of the government in the form of regulation. The power of personality 
may also be met with organizational power, e.g. John Gotti versus the State of 



77 This countervailing power is a term coined by John Kenneth Galbraith. 

78 The Anatomy of Power by John Kenneth Galbraith, p. 74. 

79 The Anatomy of Power by John Kenneth Galbraith, p. 74. 
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New York. So it is with the instruments of enforcement. Condign power is 
met with condign power. We have had an eye for an eye and a tooth for a 
tooth since Hammurabi So it is in social conditioning. The political 
campaign of one candidate is answered by the political campaign of an 
opposing candidate. This is the natural order of things. 

Oftentimes throughout history the initial symmetrical response to 
power comes in the form of personality. In 1892, in Pennsylvania, Hugh 
O'Donnell led the Carnegie Homestead Strike. This was in response to the 
powerful personality of Henry Clay Frick and his organization, the Carnegie 
Steel Company. That strike was met with the condign action of the Pinkerton 
Strike Breakers. 

In 1955, in Montgomery, Alabama, the organizational power of the 
state as codified by statute was met with the improbable resistance of a lone 
female seamstress on a segregated bus. The resolve of her personality in face 
of the overwhelming power of the State of Alabama, with all its condign 
power, provoked condign rebuke and was the catalyst for the civil rights 
movement led by a 26-year-old man by the name of Dr. Martin Luther King, 
Jr. The ensuing bus boycott was instrumental in the development of his 
organizational power in the form of the Southern Christian Leadership 
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Conference. 

More recently, the overwhelming condign power of the Chinese 
government was confronted by the personality in June, 1989, of one frail 
looking, unarmed student as he confronted a column of tanks in Tienanmen 
Square. The standoff became an enormous public relations headache for the 
Chinese government. 

It is clear why the power of personality - conditioned power - is a 
natural for the left and for the non-powerful sectors of society. Since they 
don't have access to condign power and don't have access to compensatory 
power, the only power left is that of personality. 

We have seen that as power develops and extends itself and is met with 
opposing force that a repetitive cycle is formed between them. Power is met 
with countervailing force. A struggle ensues, and the initial power is 
contained or slowed. Confidence in the initial power is questioned as the 
opposing power gains in momentum. Organization coalesces around the 
opposing personality. An equilibrium develops between the two powers. The 
importance of personality diminishes. Both opposing parties have their own 
interests to defend. Their interests could include property, organization and 
prestige. The opposing parties learn to compromise and negotiate. This 
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trajectory mirrors the development of labor unions and their relationship to 
management in the United States. It is also how agreements on arms and 
trade develop. 

Cooperation becomes a part of the competitive strategy. The policy of 
detente advocated by Kissinger, Nixon and Carter culminating in S.A.L.T. 80 1 
and II and adherence to the W.T.O. 81 are examples. 

SALT I and II permitted President Carter to relieve political pressure 
by the nuclear freeze movement and helped America's image in Western 
Europe. It gave the Soviets a respite from an arms race they were ill equipped 
to wage. Both competitors got something out of the agreement and the world 
avoided catastrophe. 

The art of compromise is the hallmark of sophisticated organization. It 
is the competitive advantage of organization over individual personality. 
Giving in (for the greater good of the group) is easier when personal vanity is 
held back. An industrial strike is now a symbol of failure. Union leadership 
and management are supposed to talk and work things out to avoid a costly 
outcome. 

One presidential contender stands out for his remarkable ability to 



80 Strategic Arms Limitations Treaty. 

8 1 World Trade Organization 



4 - The Anatomy of Power 101 



bring opposing parties together: Barack Obama. In 1991 he won the 
presidency of the Harvard Law Review by gaining support of both liberals and 
conservatives. When questioned about their support of Obama, the 
conservatives stated they felt more comfortable with him than with any other 
liberal candidate. After Harvard, he began a teaching career at the University 
of Chicago. He then ran for the State Senate. Chicago is well known for its 
rough and tumble political scene going back generations. 82 They don't pull 
punches in Chicago. Obama's state senate record further proves his ability to 
get things done by emphasizing what people have in common rather than 
exploiting their differences. 83 

4.4 - The Use of Force in International Relations 

Metternich said that war is a continuation of politics by other means. 
Today, Europe is united and the Asian tiger economies don't settle their 



82 "We don't want nobody nobody sent" expresses this sentiment. 

83 "Instead of focusing on the serious disagreements around the table, I talked about the 
common value that I believed everyone shared, regardless of how each of us might feel 
about the death penalty: that is, the basic principle that no innocent person should end up 
on death row, and that no person guilty of a capital offense should go free. When police 
representatives presented concrete problems with the bill's design that would have 
impeded their investigations, we modified the bill. When police representatives offered 
to videotape only confessions, we held firm, pointing out that confessions were obtained 
free of coercion. At the end of the process, the bill had the support of all the parties 
involved. It passed unanimously in the Illinois Senate and was signed into law." The 
Audacity of Hope by Barack Obama, p. 58 59. 
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differences with firepower. China wisely avoids an arms race with the U.S. A, 
concentrates on development and earns the begrudging admiration of the 
world. Europeans have learned that war is dangerous to their health and 
wealth. Japan was forced to learn this. 84 The South Koreans understand that 
peaceful reunification is the only solution. Tension on the peninsula keeps 
Kim Jong-il in power. Barack Obama is the only candidate with the wisdom 
to be Commander-in-Chief. He demonstrated it in October, 2002: 

" ... I explained that unlike some of the people in the crowd, I didn't 
oppose all wars — that my grandfather had signed up for the war the day after 
Pearl Harbor was bombed and had fought in Patton's army. I also said that 
'after witnessing the carnage and destruction, the dust and the tears, I 
supported this Administration's pledge to hunt down and root out those who 
would slaughter innocents in the name of intolerance' and would 'willingly 
take up arms myself to prevent such tragedy from happening again.' 

"What I could not support was 'a dumb war, a rash war, a war based not 
on reason but on passion, not on principle but on politics.' And I said: 

I know that even a successful war against Iraq will require a U.S. 



84 It is reasonable to argue that war succeeded in changing Germany and Japan for the 
better. It could also be argued that the war resulted from a failure of their leadership to 
settle differences with the Allied powers. 
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occupation of undetermined length, at undetermined cost, with 
undetermined consequences. I know that an invasions of Iraq without a 
clear rationale and without strong international support will only fan the 
flames of the Middle East, and encourage the worst, rather than the best, 
impulses of the Arab world, and strengthen the recruitment arm of al-Qaeda 
." 8S In other words, war is not (always) the answer. 

The Chinese government understands this well and has avoided armed 
conflict over Taiwan. It's not in their better interest. 86 The Obama 
Administration will bring higher understanding to diplomacy and the sun will 
shine on international relations after the long night of the Bush years. 
Obama's conditioned power of personality via persuasion will be more 
effective than the condign power of military might alone. That said, let no 
one suppose that military might will not be of central importance going into 
the future. The acme of skill will be in its non-use. 87 "While symmetry and 
enforcing power and in answering it must generally be assumed, it is not 
inevitable. There have been striking examples in history of countering or 
countervailing power that have depended for their effectiveness on their 



85 The Audacity of Hope by Barack Obama, p. 294 295. 

86 "One who is good at martial arts overcomes others' forces without battle, conquers 
others' cities without siege ..." The Art of War SunTzu, p. 95. 

87 "... those who are not thoroughly aware of the disadvantages in the use of arms cannot 
be thoroughly aware of the advantages in the use of arms." The Art of War Sun Tzu, p. 
78. 
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asymmetry." 

4.5 - Presidential Power 

A person of slight power conforms to the beliefs of others. A person of 
power wins acceptance for views of his own. A powerful leader persuades 
others to accept his/her solutions, his "thinking," his beliefs and his path to 
their own goals. 

On September 12, 2001, the President declared that the strikes by al- 
Qaeda were "more than acts of terror, they were acts of war." He went on to 
say: "The war would begin with al-Qaeda and not end until every terrorist 
group of global reach has been found, stopped and defeated. The global war 
on terror is the inescapable calling of our generation." The Age of Terrorism 
was ushered in. As Vice President Cheney said: "Old doctrines of security to 
do not apply." The President decided that the entire planet was involved: "The 
duties of peace-loving people involve more than sympathy or words. No 
nation can be neutral." 

Prior to the September 1 1 attacks, the President often stumbled when 
he spoke, used non-sequitur's and was the butt of jokes in the press. He fit the 



88 The Anatomy of Power by John Kenneth Galbraith, p. 79. 
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profile of a slacker and boasted that he was a mediocre student in college. All 
of that changed after 9/1 1 . He began speaking in complete, correct sentences 
and even paragraphs. He had found his purpose and achieved gravitas. "In 
Bush's view, wartime demanded a strong Commander In Chief, and he would 
be far more effective prosecuting the war if he could free himself of the 
meddlesome legislative, judicial, and even inter-agency checks fashionable in 
peacetime. Surely, Bush's team argued, the extreme continuing threats to our 
national security warranted a dramatic expansion of Presidential power." 89 

His conditioned power and powers of communication improved 
dramatically in the wake of 9/1 1 . The Vice President's power was amplified 
and complemented the President's power. It was then unwise for anyone to 
question this powerful duo. Conformity enhanced their conditioned power 
such that whatever they said was best must be so. This is the vanity of power. 
The heightened conditioned power of the executive was matched by tight 
control of the press in matters relating to terrorism and to national security in 
the wake of the emotional support and sympathy, both domestically and 
abroad, the world felt for America after 9/11. 

This conditioned power was comprehensive. Patriotism itself was co- 
opted by the Bush Administration and the simple phrase "Support Our 



89 New York Times, "Our War on Terror" by Samantha Power, July 29, 2007. 
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Troops" heard in Congress and seen on bumper stickers on cars all over 
America made questioning the purposes of the President socially 
unacceptable. Let's examine the presidential power and the illusion of power. 
In the past, monarchs, barons, dukes and lords held say over nations, 
principalities and fiefdoms. They invoked Divine Right. Theirs was a power 
conferred by God. Over time they became irrelevant to government but retain 
significant symbolic power and prestige. Today the British crown is 
ceremonial but wields considerable power of personality. The continuing 
sentimental interest in Princess Diana ten years after her death 90 is testimony 
to that power. King Juan Carlos of Spain is received as a head of state 
wherever he travels. This is not perceived as unusual. 

The American form of government combines different types of power 
into the figure of the President, and these powers have undergone various 
admixtures over the years. The President is an original source of power. He 
is a source and symbol of power. Indeed, he is the ultimate symbol of power 
because the United States is the most powerful nation in the world. The 
resources that the President has at his command are awesome. The power of 
property, organization and condign military power are at his immediate 

disposal. He does not, however, have dictatorial powers, an essential part of 

90 Diana, Princess of Wales, born Diana Frances Spencer, 1961 1997. See 
http://en.wikipedia.org/wiki/Diana,_Princess_of_ Wales 
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the American system of checks and balances." 

"The compensatory power that the President can offer or withhold at 
home and abroad is greater than the net worth of the richest man by orders of 
magnitude. His compensatory power automatically earns submission to his 
will. The desirability of making a favorable personal impression on the 
President or of convincing him of the soundness of one's ideas is huge. That 
said, a considerable part of what appears to be presidential power is, in fact, 
the mediation between conflicting exercises of power, between those of 
different parts of the autonomous processes of government, or between the 
autonomous and the exterior processes of government." 91 

In America, the presidency is also a representation of the broader 
social mood in the country, i.e. public opinion. Conversely, the President sets 
the mood. That is the reflexive relationship. After Reagan's Election in 1980, 
the country felt more optimistic about its immediate future. There was hope. 
His "Morning in America" commercial caught the spirit and broadened its 
appeal. America was "on the move again." "Teflon Ron" was a master at 
public relations. Dubbed the "Great Communicator," supply-side promoters 
found in him the perfect messenger. Congress passed $749 billion in tax cuts 
and "Reaganomics" was born. Stagflation was contained and the stock market 



91 The Anatomy of Power by John Kenneth Galbraith, p. 157. 
108 4.5 - Presidential Power 



rebounded in 1982. Budget deficits "primed the pump." Optimism found a 
basis in the economic stimulation provided by credit. 

Today, the President's State of the Union address is watched live 
around the world. Bush, Donald Rumsfeld, Condoleeza Rice and Dick 
Cheney are known to millions of people around the world. They feel directly 
impacted by the actions of the President of the United States, so considerable 
is the influence of this country. 

The symbolic power of an Obama White House is difficult to 
overestimate. Perception of the United States will never be the same. 
Millions will be relieved and inspired with new affection for the U.S. To 
quote Obama: "people around the world are disappointed in America because 
they have such high expectations of America." 

An Obama White House will be the ultimate repudiation of Bush's 
policies. New optimism will improve international relations and the sense of 
what is possible. 

The complexities of power are often reduced to a familiar face. 
Politicians, business titans, sports stars and the Hollywood stars who mimic 
them pervade public consciousness the world over. The world is fascinated 
with power and the illusion of power. Power is respected, feared and resented. 
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George W. Bush, and by implication his home team the U.S.A., is seen as a 
villain by many. Scapegoating the United States for the world's problems is 
unfair and unreasonable. It is the fallout from the abuse of power. 

The Bush Administration is a promiscuous user of condign power and 
resistance to that power expresses itself as unprecedented anti- Americanism/ 11 
In all fairness, the Bush Administration can claim some success: A frightened 
Libya renounced its nuclear program. The invasion of Afghanistan has al- 
Qaeda on the run. 

Note that the Bush Administration does not boast about the non- 
occurrence of another terrorist attack on U.S. soil since September 1 1th. 
Should such an attack occur after a Democratic president takes power in 
January, 2009, the Democrats will be blamed. Few in the press didn't blame 
Bush for 9/11. Will there be a double standard? 

According to the New York Times, the CIA has determined that we are 
at high risk for an attack by al-Qaeda or its sympathizers. 92 

Just as an industrial strike is a failure to reach an accord, so to is armed 
conflict a failure of leadership. Smart economic and political leaders of the 
world understand this. War in Europe is now obsolete. 93 



92 See my comments on the upcoming 2008 election. 

93 The former Yugoslavia excepted. "The integration of Germany and Japan into a world 
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Leadership and the ability to obtain the willing cooperation of others is 
paramount in diplomacy. Cooperation is impossible without communication. 
During a televised debate in July, 2007 Obama stated that as President he 
would meet with leaders hostile to the U.S. Hillary Rodham Clinton ridiculed 
his response as "irresponsible and, frankly, naive." Her views were echoed by 
Mitt Romney and John McCain. Yet opening a dialogue with countries such 
as Iran and North Korea could produce gains at no risk; the conventional 
Democratic and Republican policies produce great risk with little to show for 
it. As Obama campaign strategist David Axelrod put it: "The distinctions here 
are between conventional thinking and breaking away."" 11 



system of liberal democracies and free-market economies effectively eliminated the 
threat of great-power conflicts inside the free world. The advent of nuclear weapons and 
"mutual assured destruction" rendered the risk of war between the United States and the 
Soviet Union fairly remote even before the Berlin Wall fell. Today, the world's most 
powerful nations (including, to an ever-increasing extent, China) - and, just as 
important, the vast majority of people who live within these nations - are largely 
committed to a common set of international rules governing trade, economic policy, and 
the legal and diplomatic resolution of disputes, even if broader notions of liberty and 
democracy aren't widely observed within their own borders." The Audacity of Hope by 
Barack Obama, p. 305. 
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Chapter 4 Endnotes 



vi George W. Bush is the imperial president that James Madison and other founders of this 
great republic warned us about. He lied the nation into precisely the "foreign 
entanglements" that George Washington feared would destroy the experiment in 
representative government, and he has championed a spurious notion of security over 
individual liberty, thus eschewing the alarms of Thomas Jefferson as to the deprivation 
of the inalienable rights of free citizens. But most important, he has used the 
sledgehammer of war to obliterate the separation of powers that James Madison 
enshrined in the U.S. Constitution. With the "war on terror," Bush has asserted the right 
of the president to wage war anywhere and for any length of time, at his whim, because 
the "terrorists" will always provide a convenient shadowy target. Just the "continual 
warfare" that Madison warned of in justifying the primary role of Congress in initiating 
and continuing to finance a war — the very issue now at stake in Bush's battle with 
Congress. In his "Political Observations," written years before he served as fourth 
president of the United States, Madison went on to underscore the dangers of an imperial 
presidency bloated by war fever. "In war," Madison wrote in 1795, at a time when the 
young republic still faced its share of dangerous enemies, "the discretionary power of 
the Executive is extended ... and all the means of seducing the minds are added to those 
of subduing the force, of the people." 

How remarkably prescient of Madison to anticipate the specter of our current King 
George imperiously undermining Congress' attempts to end the Iraq war. When the 
prime author of the U.S. Constitution explained why that document grants Congress — 
not the president — the exclusive power to declare and fund wars, Madison wrote, "A 
delegation of such powers [to the president] would have struck, not only at the fabric of 
our Constitution, but at the foundation of all well organized and well checked 
governments." 

Because "[n]o nation could preserve its freedom in the midst of continual warfare," 
Madison urged that the constitutional separation of powers he had codified be respected. 
"The Constitution expressly and exclusively vests in the Legislature the power of 
declaring a state of war ... the power of raising armies," he wrote. "The separation of 
the power of raising armies from the power of commanding them is intended to prevent 
the raising of armies for the sake of commanding them." 

That last sentence perfectly describes the threat of what President Dwight Eisenhower, 
165 years later, would describe as the "military- industrial complex," a permanent war 
economy feeding off a permanent state of insecurity. The collapse of the Soviet Union 
deprived the military profiteers and their handsomely rewarded cheerleaders in the 
government of a raison d'etre for the massive war economy supposedly created in 
response to it. Fortunately for them, Bush found in the 9/11 attack an excuse to make 
war even more profitable and longer lasting. The Iraq war, which the president's 9/11 
Commission concluded never had anything to do with the terrorist assault, nonetheless 
has transferred many hundreds of billions in taxpayer dollars into the military economy. 
And when Congress seeks to exercise its power to control the budget, this president 
asserts that this will not govern his conduct of the war. 

There never was a congressional declaration of war to cover the invasion of Iraq. 
Instead, President Bush acted under his claimed power as commander in chief, which the 
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Supreme Court has held does allow him to respond to a "state of war" against the United 
States. That proviso was clearly a reference to surprise attacks or sudden emergencies. 
The problem is that the "state of war" in question here was an al-Qaeda attack on the 
U.S. that had nothing whatsoever to do with Saddam Hussein's Iraq. Perhaps to spare 
Congress the embarrassment of formally declaring war against a nation that had not 
attacked America, Bush settled for a loosely worded resolution supporting his use of 
military power if Iraq failed to comply with U.N. mandates. This was justified by the 
White House as a means of strengthening the United Nations in holding Iraq accountable 
for its WMD arsenal, but as most of the world looked on in dismay, Bush invaded Iraq 
after U.N. inspectors on the ground discovered that Iraq had no WMD. Bush betrayed 
Congress, which in turn betrayed the American people — just as Madison feared when he 
wrote: "Of all the enemies to public liberty war is, perhaps, the most to be dreaded, 
because it compromises and develops the germ of every other." 
http://www.Truthdig.com , "King George W.: James Madison's Nightmare," July 17, 
2007, by Robert Scheer. (See 

http://www.truthdig.com/report/item/20070717_the_president_we_were_warned_about/ 
) 

vii November 5, 2005 New York Times - "Hemisphere Summit Marred by violent Anti- 
Bush Protests" by Larry Rohter and Elizabeth Bumiller. TO BE INSERTED 

viii CHICAGO — Sen. Barack Obama played his trump card against rivals who questioned 
his ability to run American foreign policy at a debate Tuesday night, reminding other 
leading presidential candidates that they — unlike him — voted for the Iraq invasion. 
The rowdy, hometown audience for the debate in sweltering Soldier Field, sponsored by 
the AFL-CIO, welcomed Obama's response to the foreign policy criticism from fellow 
senators. First came Sen. Chris Dodd of Connecticut, who said Obama's threats to raid 
Pakistan in search of terrorists could destabilize a friendly but fragile regime. 
"Well, look, I find it amusing that those who helped to authorize and engineer the 
biggest foreign policy disaster in our generation are now criticizing me for making sure 
that we are on the right battlefield and not the wrong battlefield in the war against 
terrorism," Obama said to applause for the crowd. New York Sen. Hillary Clinton 
echoed Dodd's criticism, reflecting the view of much of the Washington foreign policy 
establishment: that preserving Pakistani President Pervez Musharraf s tenuous hold on 
power should be a key American goal. 

"You can think big, but remember you shouldn't always say everything you think if 
you're running for president, because it has consequences across the world," she said, 
referring to the risk of a power grab in Pakistan by "Islamist extremists who are in bed 
with al-Qaeda and the Taliban." She closed, amid boos: "We don't need that right now." 
But Clinton was applauded elsewhere in a debate in which Obama and former North 
Carolina Sen. John Edwards tried to cast themselves as Washington outsiders, and 
Clinton as an insider. Edwards and Obama were met with attacks from "basically the 
whole Senate cloakroom," Edwards adviser Joe Trippi said after the debate, saying Dodd 
and Delaware Sen. Joe Biden took after Edwards and Obama. And Clinton herself tried 
to capitalize on recent dust-ups about her relationship with lobbyists by claiming that 
enduring name-calling marks her strength. 

"You know, I've noticed in the last few days that a lot of the other campaigns have been 
using my name a lot," she said. "For 15 years, I have stood up against the right-wing 
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machine. And I've come out stronger. So if you want a winner who knows how to take 
them on, I'm your girl." 

Though the debate was staged in Obama's home state, it was also in a sense Edwards' 
turf. The 2004 vice presidential nominee has made the strongest pitch to labor leaders, 
having walking — he said — 200 picket lines in recent years. "We don't want to change 
one group of insiders for a different group of insiders," Edwards said, in a veiled shot at 
Clinton. "We need to give the power in America back to you and back to working men 
and women all across this country." But he came under sharp attacks from Biden and 
Ohio Rep. Dennis Kucinich, who tried to paint Edwards as a latecomer to the labor 
cause who only cast himself as the candidate of workers after he was no longer running 
for Senate in North Carolina, where organized labor is weak. "I'm your candidate if you 
want to get out of NAFTA," Kucinich said, after Edwards said that the treaty should be 
"fixed," not scrapped. "Let's hear it. Do you want out of NAFTA? Do you want out of 
the WTO?" Kucinich said to a roaring crowd. 

And Biden mocked Edwards' recent devotion to picket lines. "Where were you the six 
years you were in the Senate? How many picket lines did you walk on?" he asked. 
After the debate, Biden's campaign circulated newspaper articles from Edwards' first 
campaign in 1998, in which he was quoted supporting a local "right to work" law that 
makes union organizing harder. 

For all their attempts to press their labor credentials, however, the candidates — other 
than Kucinich — didn't publicly differ on any issues of labor policy. "The Democrats are 
united," said a labor adviser to Clinton, Mike Monroe. 

The Chicago crowd seemed to lean heavily toward Obama, and Mary Crayton, a former 
official of the Office and Professional Employees International Union in Chicago was no 
exception. "As well as Edwards talked, it's also important what he did in North 
Carolina," she said after the debate, echoing Biden's criticism. "I love Obama." The 
Politico (online), "Obama brushes back foreign policy critics," August 7, 2007, by Ben 
Smith. 
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Chapter 5 

Organizational Power 

An organization has bimodal symmetry. That is, it wins submission to 
its purposes outside the organization as it wins submission within. 94 

People voluntarily submit to the common purpose of an organization. 
Out of this common purpose arises an ability of the group unattainable by the 
individual. A division of labor yields higher productivity than a plurality of 
tasks. Implied in the division of labor of an organization is a hierarchical 
structure. Problem solvers become directors and leaders and give commands. 
Others follow. The conditioned power of personality develops. 

An organization will be effective to the extent that it has common 
purpose, dedication and discipline. This is what makes military and police 
organizations effective. 

There is an inverse relationship between the power of organization and 
the range of its objectives. Promiscuity of purpose dilutes the power of 
organization. Note that in a political campaign or the construction of a 
political party, promiscuity of purpose can serve to bolster recruitment. 
People with diverse agendas and issues will lend their support to the 



94 The Anatomy of Power by John Kenneth Galbraith, p. 56. 



organization. Representatives of the organization do well by not offending 
potential backers. This often results in flip-flopping on issues and avoidance 
of controversy, a chronic problem of Democrats. Low expectations are the 
result. Obama appeals to voters because he is different. He takes hard 
positions because he thinks they're right. On October 22, 2002, State Senator 
Obama delivered this prescient speech in Springfield, Illinois: 

Good afternoon. Let me begin by saying that although this has been 
billed as an anti-war rally, I stand before you as someone who is not opposed 
to war in all circumstances. The Civil War was one of the bloodiest in 
history, and yet it was only through the crucible of the sword, the sacrifice of 
multitudes, that we could begin to perfect this union, and drive the scourge 
of slavery from our soil. I don't oppose all wars. My grandfather signed up 
for a war the day after Pearl Harbor was bombed, fought in Patton's army. 
He saw the dead and dying across the fields of Europe; he heard the stories 
of fellow troops who first entered Auschwitz and Treblinka. He fought in 
the name of a larger freedom, part of that arsenal of democracy that 
triumphed over evil, and he did not fight in vain. I don't oppose all wars. 

After September 11th, after witnessing the carnage and destruction, the 
dust and the tears, I supported this administration's pledge to hunt down and 
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root out those who would slaughter innocents in the name of intolerance, 
and I would willingly take up arms myself to prevent such tragedy from 
happening again. I don't oppose all wars. And I know that in this crowd 
today, there is no shortage of patriots, or of patriotism. 

What I am opposed to is a dumb war. What I am opposed to is a rash 
war. What I am opposed to is the cynical attempt by Richard Perle and Paul 
Wolfowitz and other armchair, weekend warriors in this administration to 
shove their own ideological agendas down our throats, irrespective of the 
costs in lives lost and in hardships borne. 

What I am opposed to is the attempt by political hacks like Karl Rove to 
distract us from a rise in the uninsured, a rise in the poverty rate, a drop in 
the median income - to distract us from corporate scandals and a stock 
market that has just gone through the worst month since the Great 
Depression. That's what I'm opposed to. A dumb war. A rash war. A war 
based not on reason but on passion, not on principle but on politics. Now 
let me be clear - I suffer no illusions about Saddam Hussein. He is a brutal 
man. A ruthless man. A man who butchers his own people to secure his 
own power. He has repeatedly defied UN resolutions, thwarted UN 
inspection teams, developed chemical and biological weapons, and coveted 

5 - Organizational Power 117 



nuclear capacity. He's a bad guy. The world, and the Iraqi people, would be 
better off without him. 

But I also know that Saddam poses no imminent and direct threat to the 
United States, or to his neighbors, that the Iraqi economy is in shambles, that 
the Iraqi military a fraction of its former strength, and that in concert with 
the international community he can be contained until, in the way of all petty 
dictators, he falls away into the dustbin of history. I know that even a 
successful war against Iraq will require a US occupation of undetermined 
length, at undetermined cost, with undetermined consequences. I know that 
an invasion of Iraq without a clear rationale and without strong international 
support will only fan the flames of the Middle East, and encourage the 
worst, rather than best, impulses of the Arab world, and strengthen the 
recruitment arm of al-Qaeda. I am not opposed to all wars. I'm opposed to 
dumb wars. So for those of us who seek a more just and secure world for 
our children, let us send a clear message to the President today. You want a 
fight, President Bush? Let's finish the fight with Bin Laden and al-Qaeda, 
through effective, coordinated intelligence, and a shutting down of the 
financial networks that support terrorism, and a homeland security program 
that involves more than color-coded warnings. You want a fight, President 
Bush? 
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Let's fight to make sure that the UN inspectors can do their work, and 
that we vigorously enforce a non-proliferation treaty, and that former 
enemies and current allies like Russia safeguard and ultimately eliminate their 
stores of nuclear material, and that nations like Pakistan and India never use 
the terrible weapons already in their possession, and that the arms merchants 
in our own country stop feeding the countless wars that rage across the 
globe. You want a fight, President Bush? Let's fight to make sure our so- 
called allies in the Middle East, the Saudis and the Egyptians, stop oppressing 
their own people, and suppressing dissent, and tolerating corruption and 
inequality, and mismanaging their economies so that their youth grow up 
without education, without prospects, without hope, the ready recruits of 
terrorist cells. You want a fight, President Bush? Let's fight to wean 
ourselves off Middle East oil, through an energy policy that doesn't simply 
serve the interests of Exxon and Mobil. Those are the battles that we need 
to fight. Those are the battles that we willingly join. The battles against 
ignorance and intolerance. Corruption and greed. Poverty and despair. 

The consequences of war are dire, the sacrifices immeasurable. We may 
have occasion in our lifetime to once again rise up in defense of our 
freedom, and pay the wages of war. But we ought not — we will not — travel 
down that hellish path blindly. Nor should we allow those who would march 
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off and pay the ultimate sacrifice, who would prove the full measure of 
devotion with their blood, to make such an awful sacrifice in vain. 93 



5.2 - Meanwhile, Latin America Quietly Turns Left ix 

While the State Department devoted itself to the Middle East and 
fixation set in, a tidal wave of democracy and progressive change swept 
Venezuela, Argentina, Chile, Brazil, Bolivia, Ecuador, Nicaragua and came 
within a few votes of Mexico. The reasons are complex and are beyond the 
scope of this book. We will focus on the Workers' Party in Brazil and attempt 
to draw some conclusions. 

In the early 1970s, a Brazilian steel workers union leader in his late 
20's was invited to the United States by the AFL-CIO to learn trade unionism. 
Several years later he helped to organize huge industrial strikes and was jailed 
as a threat to national security. In 1980, he was a founding member of the 



95 Remarks of Illinois State Sen. Barack Obama Against Going to War with Iraq, October 
2, 2002 in Springfield, Illinois, (see 
http://www.barackobama.com/2002/10/02/remarks of illinois state sen.php ) 
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leftwing Worker's Party 96 and in 1986 won a seat in Congress after earlier 
election defeats. He ran for president in 1989, 1994 and 1998, losing each 
time. Election fraud and a media smear were partially to blame. Finally, in 
2002, Luiz Ignacio Lula da Silva (Squid) donned a necktie, moderated his 
positions on sovereign debt and, to the horror of the Brazilian bourgeoisie, 
won the presidency. 

It was a new Brazil. For the first time in its 500 year history and less 
than 20 years after hostile military dictatorship 97 , Brazil had an unlikely 
working-class president, and his leftist Workers Party dominated the 
Congress. It was an historical, astonishing feat. How did a seemingly 
ordinary man, born one of eight children into poverty and armed with a 
G.E.D., come to govern a class-conscious and stratified country of 200 
million? Organizational power. 

Globalization was having opposite effects on the industrial centers of 
Sao Paulo and Chicago. Steel production and automobile manufacture were 
expanding in Brazil. Union membership swelled and new leaders were 
needed to ensure continuity. The political career of Luiz Inacio Lula Da Silva 
was born. The organized power of the union movement fused with the 



96 An alliance of grassroots activists, trade unionists, Marxists and left Catholics. 

97 On March 31, 1964, the Brazilian military staged a coup d'etat and overthrew leftist 
president Joao Goulart. 
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organizational power of sundry progressive groups opposed to dictatorship 
and then captured government power. 

In cities like Chicago, Detroit, Cleveland and Pittsburgh, union 
membership plummeted as America's industrial base was dismantled. The 
fallout from "downsizing" and "Reaganomics" reads like a laundry list of 
societal ills; the organizational power of the church was called upon to remedy 
them, and it, too, needed new leaders. 

In 1985, Barack Obama, at 23, arrived in Chicago fresh from 
Columbia University. Kellman's Calumet Community Conference (CCRC) 
"needed an African American organizer for the dozen black churches that 
made up its city branch, preferably to work cheaply in helping residents 
develop the tactics to influence politicians. In short, he was expected to turn 
the clout-less into players." 98 Obama learned the methods of Saul Alinsky, 
and his political career was catapulted to the heavens. In 2007 he is poised to 
be the 44 th President of the United States. 



98 Chicago Tribune, March 30, 2007. 
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The economic power and political reality of a given age have always 
resorted to conditioned power to accommodate economic ideas to current need 
and reality. There are times when need and reality march ahead of the 
development of ideas. This book is an attempt to bring ideas up to speed with 
the ever-quickening pace of reality. As underlying circumstances change, the 
conditioning does not. This is an attempt to change the conditioning. 

Today, social conditioning is more important than ever. 
Organizational, compensatory and condign power have decreased markedly in 
recent history. This is a natural outcome of the advance of civilized society 
and the diffusion of democracy. 

Property, as earlier observed, has much of its remaining importance as 
a source of power, not in the submission it purchases directly but in the special 
conditioning by way of the media - television commercials, radio 
commercials, newspaper advertising and the artistry of advertising agencies 
and public relations firms - for which it can pay." 

According to the Associated Press on July 1, 2007, the Obama '08 
campaign raised $32.5 million. This is $5 million more than what Senator 
Clinton - Obama's main rival - has raised. Senator Obama is quoted as 

saying: "Together we have built the largest grass roots campaign in history for 

99 The Anatomy of Power by John Kenneth Galbraith, p. 132. 
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this stage of a Presidential race. That's the kind of movement that can change 
the special interest-driven politics in Washington and transform our country. 
It's just the beginning." 

Senator Obama was referring to his 258,000 donors in the first six 
months of the year - an extraordinary figure. The A.P. article goes on to say: 
"For Obama, vaulting ahead of Clinton in the money race is an important 
achievement. Despite broad public interest in Obama's candidacy, he trails 
the New York Senator and former First Lady in national polls. Polls show the 
contest to be closer in some key early states, and Obama is leading South 
Carolina." 

The article continues: "At this point in the campaign, fundraising 
figures can act as an easy measure of candidates' strength and create tiers of 
contenders based on their ability to amass money. 

At an Obama fundraising party I attended some weeks ago, I had a 
sympathetic individual come up to me and ask why so much emphasis on 
money. 'Why is it so important that Obama raise money?' he asked. 'This 
campaign is supposed to be about the people, and we're trying to get away 
from special interest money. ' 

We're going to analyze the reasons why the money race is so 
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important. Let's look at the money race and its relationship to conditioned 
power as that is the predominant power available to politicians. 

As we have seen, the diminution of compensatory power and of 
condign power is in contrast to the rise of conditioned power in the 
democratic society. The reasons for this changing and evolving dynamic in 
the sources of power are numerous. We have touched on some of them 
already. The rise in general affluence has a tendency to increase freedom of 
choice and to reduce dependency in the workplace and marketplace. An 
extension of the marketplace is the political arena. Increasing levels of 
sophistication are occasioned by increased access to information. The Internet 
and the availability of free search engines such as Google make access to 
information astonishingly easy. University educations and much of the 
collective wisdom of mankind can now be had for free on the Internet. "A 
rational exuberance is the psychological basis of a speculative bubble. I 
define a speculative bubble as a situation in which news of price increases 
spurs investor enthusiasm, which spreads by psychological contagion from 
person to person, in the process amplifying stories that might justify the price 
increases and bringing in the larger and larger class of investors, who, despite 
doubts about the real value of an investment, are drawn to it partly through 
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envy of other successes, and partly through a gambler's excitement." 100 

"The external power of an American political party, its ability to win 
submission beyond its ranks, is negligible because internal discipline or 
submission is non-existent." 101 In 2008 the Democratic Party has the 
opportunity to reinvent itself by maintaining the discipline required to be 
progressive in deed, not only in debate. Obama has this discipline and will go 
down in history as the man who saved the Democratic Party. Senator Obama 
officially announced his campaign for the presidency in January 2007. Since 
that time the campaign has raised in excess of $50 million from over 258,000 
individual donors. This has exceeded all expectations. It demonstrates a 
broad base. He has received more donations than any other candidate, 
Democratic or Republican. The average amount donated is less than other 
candidates' donations. That speaks to the popular, progressive nature of his 
politics and his popularity. 

He is part of the burgeoning progressive movement in the United 
States at this time. Senator Clinton is fully aware of this new progressivism. 
Quoting from the New York Times, July 16, 2007: "Mrs. Clinton has 
increasingly focused on 'rising inequality and rising pessimism in our 



100 Irrational Exuberance by Robert J , Schiller, p. 2; 2 nd Edition 
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workforce,' and suggested that another progressive era is - and ought to be - 
at hand." 

In a similar vein, Senator John Edwards has stated that "about half of 
America's economic growth has gone to the top one percent" in the last 20 
years and praises recent efforts to raise taxes on private equity and hedge 
funds. According to the same article in the New York Times, the latest 
populist resurgence is deeply rooted in a view that current economic 
conditions are difficult and deteriorating for many people. It is now framing 
debates over tax policy, education, trade, energy and health care. 

In March 2004, Illinois State Senator Barack Obama won the U.S. 
Senate Democratic primaries. The New York Times reported: "In the primary, 
a wide and wealthy field of candidates - seven Democrats and eight 
Republicans, nearly half of them millionaires - made for an expensive and 
messy race. In recent days, they poured their money into dueling political 
commercials that swamped Chicago's television market, and leaflets that 
jammed mailboxes. "Blair Hull, a former securities trader who made his start 
at the blackjack table, led in early polls. Mr. Hull infused his campaign with 
$29 million of his own money, an unprecedented sum for a senate race in this 
state . . . Residents who said they could not remember the names of the other 
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candidates, some of them career politicians, could not seem to forget Mr. 
Hull's name." 102 In The Audacity of Hope, Barack Obama expresses his 
despair: "What could I do? I explained that unlike Mr. Hull, I practically\ had 
a negative net worth. 103 

"Assuming the best case scenario, our campaign would have enough 
money for exactly four weeks of television ads, and given this fact, it probably 
didn't make sense for us to blow the entire campaign budget in August. 

"I would wonder to myself if perhaps it was time to panic after all." 104 

It was at this juncture that Senator Obama looked within, did his own 
assessment of the situation and fell back upon the lessons of organizational 
power. He had a long history as a community organizer in the 1980s and had 
gained "the best education" ever. He was instrumental in Chicago voter 
registration drives which delivered 100,000 newly registered voters to the 
Democratic Party in 1992. 

"If you want to win in politics — if you don't want to lose — then 
organized people can be just as important as cash, particularly in the low turn 
out primaries . . . Few people these days have the time or inclination to 



102 New York Times, March 17, 2004. 
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volunteer on a political campaign . . . So, if you are a candidate in need of 
political workers or voter lists, you go where people are already organized. 
For Democrats, this means the unions, the environmental groups, and the 
pro-choice groups ..." Grass roots organizational power was brought to 
bear against the intimidating compensatory power of Blair Hull and won. 
The Obama mystique grew accordingly. Personality was duly rewarded. 

Personality finds expression in organization. 106 "We see that the 
dominant instrument of organizational and compensatory power is 
conditioned power. Corporations large and small, businesses, business 
associations, special interest groups, packs and lobbyists of every type and 
stripe representing diverse and often opposed religious, consumer, producer 
and environmental groups do not reward legislators or voters with hard or soft 
dollars; rather they pay for the social conditioning that has become the 
effective instrument of power. Because organization and conditioned power 
as its means of enforcement are so readily available in the exterior processes 



1 05 The Audacity of Hope by Barack Obama, p. 116. 

106 The Anatomy of Power by John Kenneth Galbraith, p. 139: "The major exercise of 
power by the corporation over the legislator or public official is by cultivating belief in 
its needs or purposes, either directly or in the constituency to which he is beholden. 
What is called a 'powerful lobby' is one skilled in such direct conditioning or one that 
can appeal effectively to sizable responsive groups and associations and through them to 
their political representatives. No one can suppose that pecuniary resources - property - 
are unimportant in this connection. However, they have their importance not in direct 
compensatory action, but, as earlier noted, in the larger social conditioning they can buy, 
including that which may be used on behalf of a pliable or supportive legislator, or 
against one who is adversely inclined." 

5 - Organizational Power 129 



of government, they are greatly used ... So liberally is it wielded . . . that 
voters and legislators develop an immunity to what the mind cannot 
conceivably absorb." 107 

I might add that special interest groups and lobbies with a conservative 
agenda have wielded conditioned power more effectively than liberal or 
progressive groups. This is due to superior compensatory power as well as the 
tendency for conservative groups to maintain higher internal discipline. 
Liberals and radicals are less accepting of the status quo. Their instinct is to 
question, challenge and defy conventional wisdom. Hillary Rodham Clinton 
wields superior institutional power. She has captured the majority of 
Democratic officeholders' endorsements. For example, in New York City, 
State Senator Bill Perkins and Council member Helen Diane Foster were the 
only officeholders to endorse Obama as of May 2007. The Clinton campaign 
as made clear that all Democrats and donors who support Obama do so at their 
peril] if Hillary Rodham Clinton wins. Bill Clinton uses his enormous 
influence to secure the endorsements. The Clinton campaign has competitive 
advantages. Obama is the underdog, a role he has always played (and won). 

Michael Bloomberg has not declared his candidacy but quite the 
Republican Party and there are rumors about his ambitions. His net worth is 
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in the billions. A Bloomberg campaign would be the end of Guiliani and hurt 
Democrats as well. Bloomberg lacks the charisma necessary to wage a 
successful campaign, but he could be a king maker. Mitt Romney is worth 
about $190 million. He has the greatest compensatory power of all of the 
candidates. He can win Mormon Utah but is unlikely to win the nomination. 
Obama's competitive advantage is the organizational power growing around 
him in leaps and bounds. The grass-roots movement supporting him is using 
the Internet in novel ways. It has learned from Howard Dean's mistakes. It 
has great growth potential. 

Clinton "stock" is akin to a well-established Fortune 500 company 
with universal recognition. The Clinton "brand" is well known and liked by 
many. Familiarity breeds comfort. The Obama "brand" is still a "growth 
stock". Large numbers of voters and erstwhile non- voters will discover it and 
buy it. Obama's conditioned power of persuasion is unrivaled. Historically, 
the underdog had mastery of the power of personality. 2007 is no different. 

Barack Obama will convert his enormous conditioned power into the 
highest political office. Organizational power will play a decisive role. David 
Kirkpatrick of the New York Times reported his observations on July 16, 
2007. 108 Obama was guest of honor at the exclusive Mark Hopkins Hotel in 
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San Francisco where over $1 million in cash in the form of $2,300 checks was 
raised for his presidential bid. Moments before his arrival, he said his 
goodbyes to a crowd of over 10,000 people in blue collar Oakland, California. 
They had paid nothing to hear him speak. But they did spend $40,000 on tee 
shirts, baseball caps and other Obama paraphernalia and form part of the 
record 258,000 contributors to his campaign since January 2007. 

Obama has an exceptional ability to be well liked by people who might 
not like each other. This trait cannot be purchased but is worth billions. It 
cannot be stolen, but it is an invaluable gift. Other nations will voluntarily 
submit to the purposes of the United States when Obama occupies the Oval 
Office. 

John Roos is a Silicon Valley attorney who helped organize the 
million-dollar fundraiser at the Mark Hopkins Hotel. He said: "We all feel 
that we are part of something much bigger than any individual. And Barack 
makes us feel that way." 

Robert Wolf is a top executive of UBS and is prominent Obama 
fundraiser. UBS employees gave Mr. Obama about $195,000 in the first six 
months of 2007. David Plough, Mr. Obama's campaign manager stated: 



Kirkpatrick, Mike Mcintire and Jeff Zeleny, July 17, 2007. (See 
http://www.nytimes.com/2007/07/17/us/politics/17obama.litml? 
ex=1342324800&en=5c0de5f9c54eac00&ei=5088 ) 
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"Obviously we raised a good amount of money. And for a lot of these people, 
it won't be the last time they give. And it is also going to be the foundation of 
an organization." 

Conditioned power changes belief. If Democrats believe a Clinton 
nomination is inevitable, it will be. If they believe an Obama White House is 
a certainty, it will be. Some want to see a Clinton-Obama ticket. The 
nominee winner may be better served by Edwards for political, demographic 
and geographical reasons. As of August 2007, Clinton and Obama are keen 
rivals." Obama is unlikely to ask Clinton to be his vice-presidential running 
mate because she would not bring reverse electoral diversity to his ticket and 
is an easy target for the Republicans. If she were his vice president, his 
presidential power would be emasculated by a de-facto triumvirate presidency 
pitting himself against Hillary R. and William J. Clinton. Power struggles 
would ensue. The Clintons would take the credit for presidential successes 
while Obama would be blamed for failures and possibly impeached, leading to 
a Clinton Restoration. 109 



109 "Clinton Restoration" term coined by Daniel Bruno Sanz 
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Better to leave the Clinton Restoration to the year 2032 or after, when 
Chelsea Clinton runs for president after serving in the Senate. Barack 
Obama's daughters will serve as Congresswomen in the 2040s and 2050s after 
a career in academia and the State Department. 

Obama is becoming larger than life. Doubts are shelved the same way 
that the doubts are shelved in a run up in the stock market. 

"Those who predict avalanches look at snowfall patterns and 
temperature patterns over long periods of time before an actual avalanche 
event. Even though they know that there may be no sudden change in these 
patterns at the time of an avalanche." 110 

We live in a celebrity culture. Our 21 st century gods and goddesses are 
actors, entertainers and athletes such as Michael Jordan, Angelina Jolie or 
Brad Pitt. That's why they earn more in one month than many people make in 
a lifetime. America worships youth and thinness. Obama has the qualities 
and physical attributes to be appealing on television, which may be more 
important to his campaign than the fact that he's a Harvard- trained lawyer. 

"The celebrity stature seems often to be enhanced by stories of their 
enormous market values. Celebrity status in turn enhances the value not only 



110 Irrational Exuberance by Robert J , Schiller, p. 32, 2 nd Edition. 
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of celebrity individuals but also of celebrity firms and celebrity cities and 



resorts." 111 



Washington has been a "celebrity" city since at least the time of JFK 
and his glamorous wife. After 2008, the "market value" of America's image 
before the world will enter a bull market with Barack Obama at the forefront. 
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Chapter 5 Endnotes 



ix The New York Times, "Che's Second Coming?", November 20, 2005, By David Rieff. 
— The Bolivian Congress is an ornate building in the Spanish Colonial style. It is also a 
study in cognitive dissonance. Located on the Plaza Murillo, one of the central squares 
of Bolivia's main city, La Paz, it is flanked by the Presidential Palace, the Cathedral and 
the mausoleum of Bolivia's second president, Andres Santa Cruz, who fought alongside 
Simon Bolivar. Around these decorous buildings, soldiers in red pseudo-19 th -century 
uniforms stand at attention or march ceremoniously from point to point. Were it not for 
the fact that most of these young recruits have the broad Indian faces of the Andean 
altiplano, or high plains, and that those gawking at them in the square are also 
themselves mostly indigenous, it would be easy to become confused and believe you 
were in some remote corner of Europe, albeit the Europe of a century ago. 
Inside the Congress, this effect is, if anything, even stronger: marble floors, waiters 
wearing white shirts and black bow ties, photos on the walls in the office wing of the 
building, many now yellowing with age, that show previous generations of congressmen 
among whom there is barely an Indian face to be seen. The burden of this faux- 
Europeanization seems overwhelming, until, that is, you walk down one of the main 
corridors and, at its end, find yourself confronted with an enormous, colorized, 
Madonna-like image of Ernesto (Che) Guevara, Fidel Castro's comrade in arms, the 
arch-revolutionary who died 38 years ago in the foothills of the Bolivian Andes trying to 
bring a Marxist revolution to Bolivia, then as now the poorest and most racially 
polarized country in South America. "This is a sanctuary to El Che," says Gustavo 
Torrico, an influential congressman from the radical MAS party, gesturing around his 
office. (Though mas literally means "more," the Spanish acronym stands for 
"Movement Toward Socialism.") There are not just a few pictures of Che; there are 
literally dozens of them, big, small and in between: Che with Castro, Che in the field, 
Che with his daughter in his arms, smiling, smoking, exhorting. The effect is 
overwhelming. And yet, in Bolivia these days, Che's image is hardly restricted to the 
office of a few leftist politicians. To the contrary, it is everywhere. It stares down at you 
from offices and murals on city walls of La Paz and of Bolivia's second-largest city, 
Cochabamba, in working-class districts and slum communities and university precincts. 
In Bolivia, Che's image is not a fashion statement, as it is in Western Europe. When you 
see people wearing Che T-shirts, or sporting buttons with the martyred revolutionary's 
face, they are in deadly earnest. In Bolivia, only images of the Virgin Mary are more 
ubiquitous, and even then it's a close-run thing. "Why do I like Che?" Evo Morales, 
MAS's leader and presidential candidate, said in response to my question, looking as if it 
were the most obvious thing in the world. Morales is the first full-blooded Aymara, 
Bolivia's dominant ethnic group, to make a serious run for the presidency, which is in 
itself testimony to the extraordinary marginalization that Bolivian citizens of pure Indian 
descent, who make up more than half of the population, have endured since 1825, when 
an independent Bolivia was established. "I like Che because he fought for equality, for 
justice," Morales told me. "He did not just care for ordinary people; he made their 
struggle his own." We were sitting in his office in Cochabamba, a building in a 
condition somewhere between Spartan and derelict that Morales uses as a headquarters 
when he is in the city but that normally serves as the headquarters of the cocaleros, the 
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coca-leaf growers from the country's remote, lush Chapare region. Morales started in 
politics as the leader of these cocaleros, and he has pledged that if he wins the 
presidential election scheduled for Dec. 18, one of his first acts will be to eliminate all 
penalties for the cultivation of coca, the raw ingredient in cocaine. Unlike Che, who was 
a kind of revolutionary soldier of fortune, Morales does not have to adopt the 
revolutionary cause of Bolivia. He was born into it 46 years ago, in a tin-mining town in 
the district of Oruro, high in the Bolivian altiplano. Morales's family history is similar 
to that of many mining families who lost their jobs in the 1970's and 1980's, when the 
mines closed, and migrated to the Bolivian lowlands to become farmers, above all of 
coca leaf. (Limited cultivation of coca in certain indigenous regions is legal in Bolivia, 
and the cocaleros insist that the coca they grow is used only for "cultural purposes," but 
the Bolivian government and American drug-enforcement officials say that as much as 
90 percent of the coca in Morales's home region, Chapare, makes its way into the 
international cocaine trade.) As an adolescent and a young man, Morales was a coca 
farmer, but his political work on behalf of the cocaleros soon propelled him into the 
leadership of a coalition of radical social movements that constitute the base of the MAS 
party. How seriously to take Morales's tough talk about drug "depenalization" and 
nationalization of natural resources - oil, gas and the mines - is the great question in 
Bolivian politics today. Many Bolivian observers say they believe that MAS is nowhere 
near as radical as its rhetoric makes it appear. They note that conservative opponents of 
Brazil's current leftist president, Luiz Inacio Lula da Silva, also predicted disaster were 
he to be elected, but that in office Lula has proved to be a moderate social democrat. 
And MAS's program is certainly much more moderate than many of its supporters 
would like. Washington, however, is not reassured. Administration officials are reluctant 
to speak on the record about Morales (the State Department and Pentagon press offices 
did not reply to repeated requests for an interview), but in private they link him both to 
narco-trafficking and to the two most militant Latin American leaders: Hugo Chavez, 
Venezuela's leftist populist military strongman, and Fidel Castro. Rogelio (Roger) Pardo- 
Maurer IV, the deputy assistant secretary of defense for Western Hemisphere affairs and 
a senior adviser to Donald Rumsfeld on Latin America, said in a talk last summer at the 
Hudson Institute in Washington, "You have a revolution going on in Bolivia, a 
revolution that potentially could have consequences as far-reaching as the Cuban 
revolution of 1959." What is going on in Bolivia today, he told his audience, "could 
have repercussions in Latin America and elsewhere that you could be dealing with for 
the rest of your lives." And, he added, in Bolivia, "Che Guevara sought to ignite a war 
based on igniting a peasant revolution.... This project is back." This time, Pardo-Maurer 
concluded, "urban rage and ethnic resentments have combined into a force that is 
seeking to change Bolivia." Morales has become almost as much of a bugbear to the 
Bush administration and many members of Congress on both sides of the aisle as 
Chavez or Castro. And for his part, Morales seems to revel in the role. At the summit 
meeting of the Organization of American States held in Mar del Plata, Argentina, earlier 
this month, he appeared with Chavez at a huge anti- American and anti-globalization 
rally just before the meetings began. The two men spoke in front of a huge image of 
Che Guevara. This is symbolic politics, but it is more than that too. The left is 
undergoing an extraordinary rebirth throughout the continent; Castro's survival, Chavez's 
rise, the prospect that the next president of Mexico will be Andres Manuel Lopez 
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Obrador, the leftist mayor of Mexico City, and the stunning trajectory of Morales 
himself all testify to that fact. Pardo-Maurer is right that Morales's success reflects both 
Bolivia's current dire economic conditions and the perception of the indigenous majority 
that it is finally their time to come to power. But it is also a product of the wider popular 
mood in Bolivia and, for that matter, in much of contemporary Latin America. For most 
Bolivians, globalization, or what they commonly refer to as neo-liberalism, has failed so 
utterly to deliver the promised prosperity that some Bolivian commentators I met 
insisted that what is astonishing is not the radicalization of the population but rather the 
fact that this radicalization took as long as it did. Bolivia often seems now like a country 
on the brink of a nervous breakdown. Every day, peasants or housewives or the 
unemployed erect hundreds of makeshift roadblocks to protest shortages of fuel (a 
particularly galling affront in a country with vast hydrocarbon resources) or to demand 
increased subsidies for education or to air any of the dozens of issues that have aroused 
popular anger. The language of these protests is insistently, defiantly leftist, with ritual 
denunciations of multinational corporations, of the United States and of the old Bolivian 
elite, who are white, mostly descendants of Spanish and German settlers. Two 
presidents were chased out of office in the last two years by popular protests made up 
largely of MAS supporters: first Gonazalo Sanchez de Losada, then Carlos Mesa. (Since 
Mesa's government fell in June, the country has been run by a caretaker government 
overseen by a former chief justice of the supreme court.) What distinguishes the 
situation in Bolivia from that of some of its neighbors is the way that ethnic politics and 
leftist politics have fused. It is this hybrid movement that Morales has led with such 
popular success. The hopes of many indigenous Bolivians are now incarnated in 
Morales's candidacy, and even many members of the old elite, including former 
President Sanchez de Losada, seem to believe that if he wins, Morales must be given the 
opportunity to rule. When you meet him in person or read transcripts of his speeches, 
Morales seems like an unlikely vessel for these hopes. Whatever his gifts as an activist, 
and despite his obvious commitment to his cause, to an outsider, at least, he seems too 
young, too naive, too provincial to serve as president of Bolivia. And when he talks of 
depenalizing coca production, as he often does, and insists that there will be nonnarcotic 
markets for coca leaf in China and Europe, it is hard to know whether he is simply being 
loyal to the cocalero constituency that first propelled him to prominence or whether he 
sincerely believes what he is saying. Certainly, such statements have played into the 
hands of his political enemies within Bolivia and abroad, who routinely accuse him of 
being in the pay of narco-traffickers - a charge Morales angrily denies and for which no 
concrete proof has ever been offered. One of Morales's supporters told me, "Evo is a 
desconfiado, a man who tends to mistrust people until they show him a reason to think 
otherwise." That, along with the naivete, is certainly the impression he gives. And yet 
surrounded by his supporters, visibly basking in their affection - an affection that often 
seems to border on devotion - Morales, or Evo, as almost everyone in Bolivia calls him, 
is a man transformed, a natural orator with extraordinary charisma. It is worrisome to 
think what the reaction in poor urban neighborhoods and in the altiplano will be if 
Morales does not become Bolivia's president. Certainly, the candidate is starting to 
behave as if the office will soon be his. A telltale sign of this is the way Morales and 
MAS, while not repudiating previous statements about the changes they want to make in 
the Bolivian economy, seem to be leaving the door open to a more moderate approach. 
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Increasingly in speeches and interviews, Morales has taken to emphasizing that when, 
for example, he speaks of nationalization, he is mainly speaking of Bolivia's reassertion 
of sovereignty over its natural resources and of partnership with multinational 
corporations, not, a la Fidel Castro, of the systematic expropriation of the multinationals' 
interests in Bolivia. Morales commented to me that "Brazil is an interesting model" for 
cooperation between the state and the private sector, and, he added, "so is China." Only 
on the depenalization of coca production does he remain absolutely adamant and defiant, 
and in this, it must be said, he enjoys considerable popular support among not just the 
coca growers but also many Bolivians who believe that the cocaine problem should be 
addressed principally on the demand side, in the United States and Europe. A popular T- 
shirt in the markets of La Paz reads, "Coca leaf is not a drug." Assuming there is no 
attempt to cancel the elections outright, Morales's most difficult political problem may 
be that MAS's platform is actually quite a bit more moderate than many of its rank-and- 
file supporters would like - or, indeed, than they understand it to be. As Roberto 
Fernandez Teran, a development economist at the University of San Simon in 
Cochabamba and an expert on Bolivia's external debt, told me, "I have no great hope 
that MAS will make profound changes." Senior MAS officials insist, however, that their 
nationalization program alone would engender profound improvements in the Bolivian 
economy. By proposing that the Bolivian government renegotiate its contracts with the 
multinational oil companies, "we are literally proposing changing the rules of the game," 
said Carlos Villegas, a researcher at the University of San Andres in La Paz and MAS's 
principal economic spokesman. "The current contracts say that the multinationals own 
the resources when they're in the ground and are free to set prices of natural gas and oil 
once it has been extracted." In March, the Bolivian Congress, under pressure from 
demonstrators, passed a law reasserting national ownership of resources, but, Villegas 
said, "it is not being enforced." MAS would not only enforce the law; it would also 
extend its powers. Bolivia has considerable oil reserves and, far more crucially, has the 
second-largest proved reserves of natural gas in South America after Venezuela - some 
54 trillion cubic feet. Talk to ordinary Bolivians, and it often seems as if their profound 
rage and despair over what is taking place in their country is at least partly due to the 
gap between Bolivia's natural riches and the poverty of its people. "We shouldn't be 
poor" is the way Morales put it to me. This perception is hardly limited to die-hard 
MAS supporters. In the campaign ads being run by Morales's two main rivals for the 
presidency - Samuel Doria Medina, a wealthy businessman, and Jorge Quiroga, a former 
president - each candidate makes populist appeals. Doria Medina, in his ads, says he 
will "stand up" for Bolivia. And lest there be any doubt about what he is referring to, at 
the end of his ad he looks straight into the camera and says that if elected he will tell the 
multinationals, "Gentlemen, the party is over!" If Petrobras, the oil company that is 
partly owned by the Brazilian state, can prosper, MAS supporters argue, why can't 
Bolivia adopt a similar strategy and flourish as a result? In any case, they point out, a 
large part of the population derives what little hope it has from Bolivia's hydrocarbon 
reserves. "The population," Carlos Villegas told me, "is demanding to know why these 
resources haven't lifted the country out of poverty. And they blame the privatization 
imposed by international lenders." At least according to Villegas's argument, taking 
back control over oil and natural gas would allow Bolivia to get a fair price and to pay 
for its industrialization, in the process creating employment and thus alleviating poverty, 
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and escaping the problems that afflict so many resource-rich countries from Gabon to 
Indonesia. "Look, this is not a fantasy," he said at the end of our interview. "It's a 
perfectly feasible, practical program." 

At least some well-informed outsiders agree. Joseph Stiglitz, the Nobel laureate who 
was formerly the chief economist of the World Bank and is now a professor of 
economics at Columbia University and a stern critic of many international lending 
institutions, put it to me this way: "They could do it." If Bolivia abrogated its existing 
contracts, he said, some of the non- Western oil giants would gladly negotiate new deals 
on better terms. "Petronas" - the Malaysian state oil company - "would come in, China 
would come in, India would come in." If Morales did nationalize the country's oil and 
gas, the multinational oil companies that currently hold the Bolivian concessions, 
including Repsol, a Spanish company, and British Gas, would probably sue Bolivia in an 
international court and try to organize an international boycott. But Stiglitz dismisses 
that threat: "If you had three, four, five first-rate companies around the world willing to 
compete for Bolivia's resources, no boycott would work." 

Of course, there are strong countervailing views not only to MAS's nationalization 
program but also to any sweeping criticism of the policies of the principal international 
lending institutions: the World Bank, the International Monetary Fund and the Inter- 
American Development Bank. "People criticize our recommendations," said Peter Bate, 
a spokesman for the IADB. "But before the international financial institutions 
intervened, Bolivia's inflation was running at 25,000 percent per year. What should we 
have done, let that continue?" For Jeffrey Sachs, Joseph Stiglitz's colleague at Columbia 
and a former economic adviser to the Bolivian government, the problem was less the 
international lending institutions' recommendations than the lack of follow-up on the 
part of Washington. Gonzalo Sanchez de Losada, the first of the two presidents ousted 
in Bolivia's recent wave of protests, has said that when he went to see President Bush at 
the White House in 2002, the president talked of little except Afghanistan. As Sachs put 
it later in an op-ed piece in The Financial Times, the Bush administration "proved to be 
incapable of even the simplest responses to a profound crisis engulfing the region." In 
an e-mail message to me, he said he had "never seen such incompetence" as the Bush 
administration's approach to Latin America, which he characterized as comprising 
"neglect, insensitivity, disregard, tone-deafness." Sachs cited one damning example in 
Bolivia: as his government teetered on the verge of collapse in 2003, Sanchez de Losada 
asked the U.S. government for $50 million in emergency aid. Washington made $10 
million available. As Sachs put it bitterly, the decision in effect invited MAS and the 
social activist movements - peasants, coca growers, laborers and the unemployed - "to 
finish off the job of bringing down the government." 

In this, Joseph Stiglitz agrees. "One of the main stories" from Latin America's period of 
austerity measures imposed at the urging of international institutions, he told me, "is the 
gap between what was sold and what was delivered." In countries like Bolivia, he 
added, "people went through a lot of pain, and 20 years later now they don't see any of 
the benefits. Leaders in the anti-inflation fight gave the countries that followed their 
recommendations A-pluses. But few of the results in terms of incomes of the average 
person and poverty reduction had been yielded." 

Many Bolivians, and certainly almost all MAS supporters, are more than prepared to 
blame the Americans for much of what went wrong during what Roberto Fernandez 
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Teran, the economist from the University of San Simon, described to me as "the lost 
decade of the 1980's and the disappointments of the 1990's." Ajoke you hear often in 
Bolivia these days sarcastically describes the country's political system as a coalition 
between the government, the international financial institutions, multinational 
corporations and la embajada - the U.S. Embassy. But while it would be unwise to 
underestimate the force of knee-jerk anti-Americanism in Latin America, the 
ubiquitousness of leftist sentiments in Bolivia today has more to do, as Joseph Stiglitz 
points out, with the complete failure of neo-liberalism to improve people's lives in any 
practical sense. It is almost a syllogism: many Bolivians believe (and the economic 
statistics bear them out) that the demands by international lending institutions that 
governments cut budgets to the bone and privatize state-owned assets made people's 
lives worse, not better; the Bolivians believe, also not wrongly, that the U.S. wields 
extraordinary influence on international financial institutions; and from these 
conclusions, the appeal of an anti-American, anti-globalization politics becomes almost 
irresistible to large numbers of people. If Bolivians who support Morales and MAS 
seem drawn to thinking in conspiratorial terms about U.S. actions in the region, the 
mirror image of this attitude is to be found in Washington. There is a powerful 
consensus in U.S. government circles that holds that Morales is being bankrolled by 
Chavez - a charge that the Bolivian leader flatly denies. Roger Noriega, the former 
assistant secretary of state for Western Hemisphere affairs, repeatedly made the point 
during his tenure, echoing background briefings by Pentagon officials. "It's no secret 
that Morales reports to Caracas and Havana," Noriega said last July, just before leaving 
office. "That's where his best allies are." Publicly, Thomas A. Shannon, Noriega's 
successor, has taken a more low-key approach. But the Bush administration's view of 
Morales does not appear to have changed significantly. Michael Shifter, a senior fellow 
at the Inter- American Dialogue, a policy group in Washington, and one of the shrewdest 
and most experienced American observers of Latin America, told me that he has been 
struck by the depth of conviction in Washington that Morales is dangerous. "People talk 
about him as if he were the Osama bin Laden of Latin America," Shifter told me, adding 
that, after a recent lecture Shifter gave at a military institution, two American officers 
came up to him and said that Morales "was a terrorist, a murderer, the worst thing ever." 
Shifter replied that he had seen no evidence of this. "They told me: 'You should. We 
have classified information: this guy is the worst thing to happen in Latin America in a 
long time.'" In Shifter's view, there is now a tremendous sense of hysteria about Morales 
within the administration and especially at the Pentagon. 

It has happened before. During the 2002 Bolivian elections, when Morales was a first- 
time candidate little known outside of the country, the U.S. ambassador at the time, 
Manuel Rocha, stated publicly that if Morales was elected, the U.S. would have to 
reconsider all future aid. Most observers, and Morales, too, who speaks of the episode 
with a combination of amusement and satisfaction, say that it got him and MAS at least 
20 percent more votes. The current U.S. ambassador, David Greenlee, has been far 
more circumspect. But if anything, Washington's view of Morales has only hardened. 
And the reason for that, unsurprisingly, is Hugo Chavez's increasing role. As Michael 
Shifter puts it, "There is this tremendous fear that Chavez is living out the Fidel Castro 
dream of exporting revolution throughout Latin America and destabilizing the region - 
something that wasn't done during the cold war and is now being financed by 
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Venezuelan oil." For his part, Morales is unapologetic and, when pressed, grows more 
rather than less defiant. At his rallies, Cuban flags are ubiquitous, as are Che Guevara T- 
shirts and lapel pins. But he is at some pains to make the point that neither Venezuela 
nor Cuba is a model for the kind of society he wants Bolivia to become. Castro and 
Chavez, he told me, are his friends, but so are Secretary General Kofi Annan of the 
United Nations, President Jacques Chirac of France and Prime Minister Jose Luis 
Rodriguez Zapatero of Spain. Morales also makes a point of emphasizing that the era of 
"state socialism" is past. Even when he is talking about the nationalization of Bolivia's 
natural resources, which with the depenalization of coca cultivation is the central plank 
of his campaign, Morales is at pains to point out that the model he has in mind is closer 
to Brazil's state-owned oil giant, Petrobras, than to anything Castro would endorse. 
When you spend time with Morales, it is hard not to conclude that he wants to have it 
both ways where his links with Chavez and Castro are concerned. For while he denies 
any particular affinity with either regime, there is no doubt that these two "radical" 
leaders are the ones to whom he has turned time and again for advice. Certainly, Hugo 
Chavez has made no secret of the sympathy he feels for Morales's campaign, while the 
stateWhy run Cuban press has lavished a great deal of attention on Morales. MAS 
seems unsure of how to present these links. In Morales's campaign biography, there are 
angry sentences denying a connection to Chavez. But on the same page where these 
lines appear, there is a photograph in which Morales and the Venezuelan strongman are 
posed together. On the campaign trail, "populist" doesn't even begin to describe the 
Morales style. He seems genuinely indifferent to creature comforts. He also seems 
committed to a kind of political campaigning that more closely resembles the labor 
activism that catapulted him to fame than to political campaigning in the classic sense. 
Morales has drawn a number of important Bolivian economists like Carlos Villegas to 
his side, but he seems most at ease among his rank-and-file supporters. The 
overwhelming majority of MAS activists appear to be volunteers, and while they seem 
to view Morales's candidacy almost as a sacred cause, it quickly becomes obvious that 
most have little experience in electoral politics. Morales's two bodyguards didn't seem 
to have the first clue about how to protect their charge. He travels without any serious 
security, almost always moving from place to place in a single S.U.V, accompanied by 
only a driver, an aide and whomever he is meeting with at that particular moment. MAS 
campaign offices are almost all utterly unadorned except for the usual campaign 
paraphernalia and posters and images of the candidate, his running mate and, inevitably, 
Che. 

Even without apparent resources, MAS is surging, and the most recent polls put Morales 
ahead of his two principal rivals. Yet many Bolivians, including some who are 
sympathetic to MAS, say privately that Morales remains something of an unknown 
quantity. Shifter suggested to me that Morales is "still a work in progress," and a 
number of well-informed Bolivians I met agreed. The problem, of course, is that given 
the severity of the Bolivian crisis, the militancy of so much of the population and the 
impossibly high level of expectations that a MAS government would engender among 
Bolivia's poor and its long-marginalized indigenous populations, there is very little time. 
It is quite accurate to speak of the rebirth of the left in Latin America, but the sad truth is 
that the movement's return is more a sign of despair than of hope. Almost 40 years ago, 
one self-proclaimed revolutionary, Che Guevara, died alone and abandoned in the 
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Bolivian foothills. Today, another self-proclaimed revolutionary, Evo Morales, could 
become the country's first indigenous and first authentically leftist president. But as was 
true of Che himself, it is by no means clear that Morales has any hope of fulfilling the 
expectations of his followers. 

On a stage in a soccer stadium in Mar del Plata, before a rapturous crowd and with Hugo 
Chavez beside him, or on the campaign trail back home, surrounded by people who look 
as if they would give their lives for him, Morales exudes confidence. And the more 
Washington makes plain its opposition to him, the greater the fervor he inspires in his 
supporters. But if the history of the left in Latin America teaches anything, it is that 
charisma is never enough. The fate of Che Guevara, who failed to foment a Latin 
American revolution and left no coherent societal model behind for his followers, should 
have taught us that already. 

x "They work in the same building. They slog through the same rigorous travel schedule. 
Along the way, they often cross paths several times a day. 

But Senators Hillary Rodham Clinton and Barack Obama have barely spoken to each 
other — at least in any meaningful way — for months. 

The tension between the two Democratic presidential hopefuls, which has spilled into 
public view in the last three weeks, has been intensifying since January. It is clear that 
the genteel decorum of the Senate has given way to the go-for-the-jugular instinct of the 
campaign trail. 

As the Senate held late sessions of back-to-back votes before its summer break, the two 
rivals kept a careful eye on each other as they moved across the Senate floor. For more 
than two hours one night, often while standing only a few feet apart, Mrs. Clinton and 
Mr. Obama never approached each other or exchanged so much as a pleasantry. 
The scene repeated itself the next evening, a departure from the clubby confines of the 
Senate, where even the fiercest adversaries are apt to engage in the legislative equivalent 
of cocktail party chitchat. 

When the cameras are on them, they can make a point of showing good sportsmanship. 
At a Democratic forum Saturday in Chicago, Mrs. Clinton smiled and moved her hands 
as though she was conducting a choir when an audience of liberal bloggers sang "Happy 
Birthday" to Mr. Obama, who was turning 46." New York Times, "Competitors, Once 
Collegial, Now Seem Cool," August 4, 2007, by Jeff Zeleny. 
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Chapter 6 

Religious Power 

"In modern times both the sources and the instruments of religious 
power in the Christian world have greatly diminished. The power once 
deriving from a divine presence - from personality - still exists; there is 
widespread deference paid to it every day But as even the most devout will 
agree, the vision has dimmed as compared with the earlier perception of it. 
For many, the Holy Presence is invoked only as a Sabbath Day routine or 
under conditions of extreme personal necessity or terror. And by some it is 
wholly resisted and denied." 112 

The conditioned power of the Church declined In Europe and America 
during the 20 th century. The work of generations of missionaries has borne 
fruit. In Italy, much of the clergy is now from Africa. Pope Benedict XVI 
may be one of the last European Popes. A Latin American 113 or African Pope 
will deepen European Christianity's identity crisis. 

The attenuation of church power is consonant with increased 
affluence. "Until well into the present century, the specific care and feeding 
of the needy, both at home and abroad, was a not unimportant design for 



112 The Anatomy of Power by John Kenneth Galbraith, p. 171 . 

113 Brazilian Cardinal Claudio Hummes: 
http://www.nationalcatholicreporter.org/word/pfwll0306.htm 



obtaining their religious obedience." 114 

Over the last 200 years, the sources and instruments of religious power 
in the Christian world have been diminished and dispersed. This process 
accelerated in the 16 th century with the end of monolithic Vatican power over 
Christianity. 115 The Scientific Revolution spurred the crisis in church dogma. 
The inevitable discovery of life on Mars, Titan or elsewhere will deepen the 
crisis. Evidence of intelligent life will shatter all religious assumptions. 

Plurality of thought and the breakdown of internal discipline 
diminished Church power in the 1 7 th century. Its monopoly on truth came 
undone. Today, its moral authority is being undermined by the 
pronouncements of a reactionary Pope out of step with the dawn of the New 
Progressive Era. xl 

There are numerous reflexive relationships between the sources, 
instruments and attributes of power. Property and compensatory power 
induce conditioned power. Conditioned power facilitates greater property and 
income for the organization. In the United States, personality is often the 
gateway to property when personality is manifested in entertainment or sports. 
The force of personality has also been the path to organizational power in the 



114 The Anatomy of Power by John Kenneth Galbraith, p. 173. 

115 "England adhered to the Roman Catholic church for nearly a thousand years, before the 
English church separated from Rome in 1534, during the reign of King Henry VIII." 
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political circles of the corporate world. 

In the pluralistic open market systems of the West, conditioned power 
has historically led to compensatory power, which has been the gateway to 
organizational power. That is why so many business leaders have gone into 
politics. "In earliest Christian days, power originated with the compelling 
personality of the Savior. Almost immediately an organization - the Apostles 
- came into being. In time the Church, as an organization, became the most 
influential and durable in the world." 116 

Within three centuries of the execution of Jesus, Constantine declared 
Christianity the official state religion of the Roman Empire in the year 312. 
Needless to say, the conditioned power of Jesus was exceptional. Over the 
next 1,300 years, the power of the Church grew. 

The conditioned power of belief was integral to the Church. The belief 
in condign power, not only here on earth, but in the afterlife, had an enormous 
ability to influence and induce submission. 

The exercise of conditioned power was forever changed with the 
advent of television in the 20 th Century and brought into high relief the power 
and the persuasion of popularity. Believability, trustworthiness, credibility 



116 The Anatomy of Power by John Kenneth Galbraith, p. 7. 
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and the ability to be well regarded have become the primary instrument of 
conditioned power in the 21 st Century. In the era of globalization through 
cheap telecommunications and travel, popularity is no longer an intra-national 
event. 

Compensatory power was unleashed in China in the 1970s and 
motivates cooperation with the United States. Terrorists with limited access to 
condign power have leveraged that power to create significant conditioned 
power. We would call this power fear. 

We know from the marketplace that greed and fear are the strongest 
human emotions, and fear is stronger than greed. That is why markets fall 
faster than they rise. Condign power wins submission by the ability to impose 
an alternative to the preferences of the individual or group that is sufficiently 
unpleasant or painful so that these preferences are abandoned. 117 Corporal 
punishment is not the only form of condign power. Personal and especially 
public rebuke is also a form of condign power. Praise in the form of a job 
reference, for example, is a powerful form of compensatory power. It goes 
without saying that the most important expression of compensatory power is 
pecuniary 

Political power, corporate power, economic power and military power 

117 The Anatomy of Power by John Kenneth Galbraith, p. 4. 
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are all co-dependent and reflexive. For most of the 19 th and 20 th Centuries, 
economic determinism, or the view that economic relations are the basis of 
essentially all power, was widely held. 

Mao Tse-Tung said that political power grows from the barrel of a gun. 
Individuals and groups seek power to advance their own financial, personal, 
religious or social agendas. The businessman buys the submission of his 
workers to serve his economic purposes. The religious leader persuades his 
congregation, or his radio or television audience, because he thinks his beliefs 
should be theirs. The politician seeks the support - that is, the submission of 
voters - so that he may acquire or remain in office. 118 



Electronic media accelerated the diffusion of Church power in the 20 th 
century. Bizarre cults formed in America. The Branch Davidian's was such a 
cult. The weird conditioned power David Koresh held over a small tribe of 
people in Waco, Texas met it's doom on April 19, 1993 when the condign 
power of the of the United States government put an end to it. 119 Religious 



118 The Anatomy of Power by John Kenneth Galbraith, p. 8. 

119 Attorney General Janet Reno ordered the final assault on the Koresh compound. Its 
destruction became the battle cry of home grown terrorist Timothy McVeigh, 
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cult leader Jim Jones killed 913, including a U.S. congressman critical of cults 
in 1978. The Reverend Sun Myung Moon kept his unprofitable, conservative 
(and loony) the Washington Times afloat to offset the "liberal" Washington 
Post. Pat Robertson and his televangelist empire, the 700 Club, was 
influential in the 1970s. Pat Robertson was a serious presidential contender in 
the 1980s and had influence in the Reagan White House. Robertson gave a 
religious patina (Gog and Magog, i.e., good versus evil) to Reagan's 
Armageddon rhetoric. Pat Robertson is a Cold Warrior reactionary. Anti- 
abortion, anti-equal rights - a throwback who was perfectly at home in the 
Reagan White House. On August 22, 2005, Robertson made headlines again 
by calling for the assassination of Hugo Chavez, the democratically elected 
President of Venezuela almost overthrown in a coup approved of by 
Washington." 1 

Though still powerful, the Catholic Church is in decline and its 
conditioned power (moral authority) is in a tailspin due to sexual abuse 
scandals worldwide. The media have exposed the depravity of some Church 
fathers." 1 " Hundreds of millions of dollars have been paid to plaintiffs. Today, 



mastermind of the Oklahoma City bombing on April 19, 1995. McVeigh was a 
decorated top gun of the 1 st Infantry division, United States Army, Operation Desert 
Storm. One of his tasks was to kill surrendering prisoners. McVeigh will not be the last 
American Iraq War veteran to commit atrocities on American soil. Hundreds of 
thousands of Iraq War veterans will return to the United States during 2008-2012. Many 
of them are psychologically disturbed. 
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Church power is prostrate in the face of corporate media power and the 
profane power of the courts. 

The modern state has assumed churchly duties. Primary education, 
medical care and emergency assistance are now functions of state 
bureaucracy. The compensatory power of the church is greatly reduced. The 
condign power of physical punishment has been out of fashion now for 
centuries in the West. 

That leaves the church with organizational power and conditioned 
enforcement. The Catholic Church has been notoriously behind the times vis- 
a-vis advances in the sciences and social thought. 120 The Roman Catholic 
Church did not oppose fascism. Pope Benedict XVI 121 has proven himself to 
be a reactionary. He has railed against not only abortion but contraception. 
He dismissed the genocide of indigenous peoples in the Americas carried out 



120 In 1992, the Roman Catholic Church repealed the ruling of the Inquisition against 
Galileo. It gave him a pardon and admitted that the sun is the center of the solar system. 
The Inquisition made Galileo kneel before them and confess that the heliocentric theory 
was wrong. Galileo died in 1642. 

121 "Pope Benedict XVI has said he is sorry that a speech in which he referred to Islam has 
offended Muslims. In a statement read out by a senior Vatican official, the Pope said he 
respected Islam and hoped Muslims would understand the true sense of his words. In 
Tuesday's speech the Pope quoted a 14 th Century Christian emperor who said the Prophet 
Muhammad had brought the world only "evil and inhuman" things. The remarks 
prompted protests from Muslims around the world." BBC News (Online), "Pope 'sorry' 
for offence to Islam", on September 16, 2006. (See 
http://news.bbc.co.Uk/2/hi/europe/5351988.stm) 
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in the name of Jesus Christ and a merciful God. 122 123 

The role of the Roman Catholic Church during the Cold War is an 
interesting case study. The Church wielded moral authority and respect as 
part of the greater anti-Communist crusade. 

It's not a coincidence that Pope John Paul II was Polish. Poland was a 
flash point in the struggle between the West and atheistic Communism. The 
Church had considerable influence in Poland and was a source of resistance to 
Soviet power after 1945. This resistance became a source of power. It joined 
forces with the Solidarity Movement of Lech Walesa, who later became head 
of state. The Church became a source of conditioned power in the form of 
moral rebuke against soulless Communism imposed by Soviet power. Poland 
had a long history of subjugation by foreign powers and was fertile ground for 
nationalism. 124 The end of the Soviet system in 1989 accomplished the 



122 Brazilian supermodel Giselle Bundchen made a public statement condemning his 
remarks. 

123 "Touching on a sensitive historical episode, Benedict said Latin American Indians had 
been "silently longing" to become Christians when Spanish and Portuguese conquerors 
took over their native lands centuries ago ... "In effect, the proclamation of Jesus and of 
his Gospel did not at any point involve an alienation of the pre-Columbus cultures, nor 
was it the imposition of a foreign culture," he said. . . . Many Indians, however, say the 
conquest of Latin America by Catholic Spaniards and Portuguese lead to misery, 
enslavement and death. Benedict, speaking in Spanish and Portuguese to the bishops in 
Brazil's holiest shrine city, also warned that legalized contraception and abortion in Latin 
America threaten "the future of the peoples" and said the historic Catholic identity of the 
region is at risk." The International Herald Tribune - Americas (online), Associated 
Press, May 13, 2007. http://www.iht.com/articles/ap/2007/05/14/america/LA-GEN- 
Pope-Brazil.php 

124 Poland (land of the plain) is difficult to defend and in the unfortunate position of being 
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Church's mission. A moral counterweight to atheism was no longer needed, 
and its influence waned in Eastern Europe. The battle against soulless 
consumerism may prove more difficult. 

The conditioned power of religious belief was] successfully deployed 
against atheist state power in Europe and Soviet military power in 
Afghanistan. 125 History teaches us not to underestimate the conditioned power 
of religion to defeat armies and great powers. The United States would do 
well to heed these lessons. 



sandwiched in between great powers. 
125 The decision to "render internationalist assistance" to the "People's Democratic 
Republic of Afghanistan" was undertaken by three men: Brezhnev, Kosygin and 
Gromyko in 1979. Their decision was a major cause of the breakup of the USSR twelve 
years later. 
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Chapter 6 Endnotes 



xi http://www.WorkingforChange.com , Creators Syndicate, "Religious virtue and vice", 
March 28, 2002, by Robert Scheer. For a long time now, we secular humanists and other 
skeptics have been denigrated as the apostles of decadence and social decay. A rowdy 
parade of right-wing pundits has used those of us who refuse to wear our religion on our 
sleeves as scapegoats for all that ails the United States and the world. What apparently 
defines us "nonbelievers" in the minds of right-wing talk show hosts, the Christian right, 
pompous czars of virtue such as Bill Bennett and the arts censors of the Catholic Church 
is that we have abandoned religious certainty — the rights and wrongs that ensure 
passage to heaven or hell — for a grayer area of moral relativism in which we have to 
decide for ourselves what is proper behavior. The assumption is that our decisions, as 
opposed to those of true believers, inevitably will be hedonistic and most likely perverse. 
Let me confess that I do not conduct my life with a constant eye on the literal truths of 
Scripture because they seem often contradictory and at times downright immoral. For 
example, the proper procedure for branding one's slaves discussed in the Old Testament 
and the equally forceful condemnation of eating crustaceans and lying with the same sex 
all seem provincial when not primitively cruel. And the notion related each year at 
Passover of God's killing the firstborn of Egyptians smacks of primitive animal revenge. 
Sorry, but the Talmudic explanations and harsh rules of the rabbis in my mother's family 
tree work only as interesting tribal lore. 

As to my father's Lutheran relatives, most of whom still live in Germany, they would be 
the first to tell you that during World War II their fascist pastor appearing in his Nazi 
uniform was hardly a stalwart in the battle against genocide. As the child of European 
immigrants, I spent the first 10 years of my life confronting the horror that my father's 
relatives were drafted to massacre my mother's people because of their religion. 
Growing up in such moral ambiguity, I came to be attracted to the sermons on a New 
York radio station broadcast by something called the Society for Ethical Culture. The 
message, similar to that of Unitarians, deists, and some of the "New Age" and Eastern 
religions, was that life's creation remains a mystery and therefore morality, in any 
mechanically simple way, cannot be derived from ancient texts or assumptions about the 
rewards and fears associated with an afterlife. 

Instead, we are left — as in the writings of such deists as Thomas Jefferson, Benjamin 
Franklin and Thomas Paine — to sort out decent moral principles from the welter of 
human experience, including that of all religions. Never a fully satisfying exercise, I 
know, compared with the moral certainties expounded by those who claim a direct link 
with an almighty power. 

In my section of the Bronx, the Catholic Church, with its magnificent structures and 
frightening crypts, expressed that authority in its most intimidating form. There were 
many times when I envied the moral clarity of those priests as they tended their flocks of 
young believers, incessantly preaching the demands of sexual purity. 
Even nonbelievers in my crowd would shun sex, autoerotic or otherwise, before taking a 
major academic test for fear of weakening the brain, such was the ancillary influence of 
the church in matters sexual. 

How then to explain that for a significant number of priests, the fear not merely of 
failing a college midterm but rather of spending an eternity in hell did not still their 
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sexual impulses? What we have learned from recent headlines and from the exposure of 
similar transgressions by fundamentalist Protestant and Jewish leaders is that "traditional 
values" are not necessarily best upheld by traditional institutions. Repetition of divine 
commandments is an insufficient guarantee of exemplary behavior, and blind allegiance 
to the leadership cadre and moral cant of any church can be quite dangerous. The 
imperative to question the words and actions of religious figures of authority should, of 
course, be applied to all associations — whether political, academic, social or cultural — 
including those populated by secular humanists. The record of the Catholic Church is 
likely no more hypocritical than that of other institutions claiming to inspire behavior 
that rises far above that demanded by the animalist dictates of survival of the fittest. 
In the end, it is up to us as individuals to figure out what makes us human and then to act 
accordingly. (See http://www.workingforchange.com/printitem.cfm?itemid=13045 ) 

http://www.WorkingforChange.com , http://www.YellowTimes.org , "Coup-operation — 
Bush to other nations: It's our way or the CIA" May 8, 2002, by Doreen Miller. "You're 
either with us or against us," as uttered by U.S. President Bush, when viewed in light of 
the CIA's extensive "Coups 'R Us" history of governmental overthrows, belies its 
singular reference to his war on terrorism and unwittingly reveals a deeper, prevailing 
U.S. attitude towards other nations in general, and towards democratically elected 
leaders of foreign countries in particular. It seems the only form of government the U.S. 
recognizes and is willing to support is that which unequivocally bows to the supremacy 
of U.S. economic and political interests. How else does one rationally explain the 
apparent hypocrisy between the U.S. "pro-democracy" rhetoric and its covertly 
sanctioned, CIA-directed attempt to oust Venezuela's democratically elected President 
Hugo Chavez? How does the United States, with a straight face, justify backing 
repressive, military dictatorships such as that of Pakistan's President Pervez Musharraf, 
or, in the not-so-distant past, rebel leaders such as Osama bin Laden and Saddam 
Hussein who then permutate into dangerous renegades and dictators by their own "USA- 
made-possible" might? From its inception in 1947, the CIA has had to answer to nobody 
but the president under the terms of the National Security Act, leaving the door wide 
open for many questionable and terribly undemocratic, clandestine operations. 
Throughout its 55-year history, the CIA has been responsible for political meddling, 
disinformation campaigns, the assassinations of democratically elected leaders, and 
military coups in more than three dozen countries, leaving a trail of dirty, blood-tinged 
fingerprints in, but not limited to: Haiti, Dominican Republic, Ecuador, Brazil, 
Indonesia, Greece, Congo (Zaire), Bolivia, Uruguay, Australia, Angola, Nicaragua, 
Afghanistan, the Honduras, El Salvador, and Colombia. The U.S. Congress passed laws 
in 1974, 1975, and again in 1986 after the disclosure of CIA involvement in the 
Iran/Contra scandal, for the purpose of assuring greater accountability of this 
governmental arm. However, these reforms have proven themselves to be but 
superficial, ineffective window dressing against a powerful backdrop of CIA cunning, 
control, deception and stealth. 

The initial years of the CIA proved to be busy ones, indeed, as it participated in 
corrupting the democratic election process in Italy by buying up votes, broadcasting 
propaganda, lies and half-truths, and beating up opposition leaders in order to 
successfully keep the communists from winning. Another of its very first missions 
involved securing U.S. interests in Greece against the threat of the "dreaded" 
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Communist Party. That was accomplished by backing and placing into power notorious, 
anti-communist Greek leaders who were known for their own shocking baggage of 
deplorable human rights abuses. Contrary to what one might expect, the high and 
mighty United States, model of democracy, fares no better than its more ignominious 
counterparts when it comes to upholding human rights around the world. In fact, it has a 
long, and not-so-proud history of using violence, extortion, and murder to install any 
kind of regime, including brutal dictatorships, if it serves to protect its economic and 
corporate interests, most especially its inalienable right to pursue the exploration and 
extraction of oil and gas worldwide. The United States thinks nothing of being involved 
in the overthrow of legitimate, democratically elected leaders that fail to toe the 
arbitrarily drawn, U.S. -defined line. In 1953, the CIA toppled, in its first military coup, 
the democratically elected Mohammed Mossadegh of Iran after he had defiantly 
threatened to nationalize British oil. He was summarily replaced with a dictator whose 
secret police is said to have rivaled the brutality of the Nazi Gestapo. If the 
democratically elected Guatemalan President Jacob Arbenz had been paying close 
attention to the lesson of Iran, he never would have made the foolhardy attempt in 1954 
to nationalize the Rockefeller-owned United Fruit Company, in which the CIA director, 
Allen Dulles, personally owned stock. Arbenz, too, suffered the same fate as 
Mossadegh, and was replaced, in a CIA-led military coup, by a series of blood-thirsty 
dictators who would kill more than 100,000 Guatemalans over the course of the next 40 
years. Have you ever wondered how the United States convinced Cambodia to join its 
efforts in the Vietnam War? Quite simply, the CIA dethroned Prince Sihanouk, who was 
highly popular for keeping his country out of the war, and replaced him with their 
personal marionette, Lon Nol, who immediately complied with U.S. interests by 
throwing Cambodian troops into battle. This created a chain reaction within opposition 
groups in Cambodia, resulting in a bloody chaos that opened the path to the rise in 
power of the Khmer Rouge, a ruthless faction that would claim the lives of millions of 
innocent people. The 1973 CIA-led military coup and subsequent assassination of the 
democratically elected socialist leader Salvador Allende in Chile was triggered when 
Allende nationalized American-owned firms in the hopes of providing better conditions 
for his own people. He was replaced by General Augusto Pinochet who tortured and 
murdered thousands of his countrymen and women in a crackdown on labor leaders, 
unions and the political left. Once again, much blood was shed and countless lives lost 
for the ultimate purpose of preserving U.S. corporate interests and sovereignty. Within 
the past few weeks, sophomoric attempts by the Bush Administration to ward off 
accusations of its involvement in Venezuela's failed military coup d'etat pale in 
comparison to the plethora of implicative fingerprints left at and all along the trails 
leading up to and away from the scene of the crime. Those who lived through the 
Chilean coup of 1973 can corroborate key elements and tactics used by the CIA that 
were replayed in Venezuela: the use of civilians to create an atmosphere of chaos, a false 
picture of an elected leader turned "dictator," the complicity of media controlled by the 
wealthy, self-serving elite, and the use of the military to incite a coup. Prior to this 
bungled coup, the situation in Venezuela was akin to leaving an open bottle of wine in 
the same room with a known alcoholic (the CIA) and expecting him to resist the 
irresistible. Chavez, elected by an overwhelming majority in the last election, had been 
openly critical of the U.S. war in Afghanistan. He not only set about trying to correct 
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the incredible maldistribution of wealth in his country where 80 percent live in poverty, 
but aggressively criticized the "poisonous" IMF policies of "plunder and exploitation" in 
Third World countries. To bolster the sagging Venezuelan economy, Chavez levied taxes 
on the rich, redistributed idle land of the wealthy to the landless, and cut the production 
of and imposed tariffs on oil to raise its price, much to the dismay of the insatiable, "we 
have a right to cheap oil" United States. What actually sealed his temporary fate was his 
attempt to break free of U.S. domination by resisting privatization of publicly owned 
enterprises, or as Colin Powell put it," distorting the democratic free-market advocated 
by the U.S." Hitting the nail directly on the head, Larry Birns, Director of the Council on 
Hemispheric Affairs, might as well be talking about the U.S. relationship to the rest of 
the world when he explains the role of Latin America as being a subservient one whose 
function it is to "provide raw materials, cheap labor and markets to the 'colossus of the 
North.' " In other words, autonomous, independent development within foreign countries 
is simply not tolerated by the U.S. As the weeks progress, more information will 
undoubtedly continue to be brought to light revealing the extent of U.S. involvement in 
this abominable assault on freedom and democracy. To date, ties have been made 
between coup leaders and Otto Reich, who was directly involved in the Iran/Contra 
scandal; Elliot Abrams, known for his role in the 1973 coup in Chile as well as his 
sponsorship of death squads in Argentina, El Salvador, Honduras and Guatemala; and 
John Negroponte, who was duly informed at the beginning of this year of the impending 
action against Chavez. 

British news reporters are currently investigating leads of alleged coup-operative and 
logistical support from U.S. Naval ships in the area at that time. Financial backing is 
being traced to the National Endowment for Democracy, an arm of the CIA used for 
covert operations abroad, which within this past year suspiciously quadrupled its 
assistance for various Venezuelan groups, including $154,377 given directly to 
Venezuelan labor union leader Carlos Ortega who worked closely with "King-for-a- 
Day," Pedro Carmona. The fact that several coup leaders and their families have found 
safe asylum in the welcoming arms of the United States flies in the face of U.S.-agreed- 
to commitments set forth by the Inter American Democratic Charter whose provisions 
mandate its members defend democracy against this very type of military overthrow. 
The United States also dishonored this agreement not only by its immediate 
endorsement (within hours!) of the illegitimate and highly undemocratic military regime 
of Carmona, but also by its attempts to stifle criticisms of this new order by other 
members of the Organization of the American States. So as not to waste a moment in 
conveying legitimacy on the new government, U.S. Ambassador Charles Shapiro was 
seen welcoming and congratulating Carmona the very next day, all "smiles and 
embraces in an obvious state of satisfaction," as reported by Venezuelan newspapers. 
What the coup leaders hadn't counted on was the sheer determination of the Venezuelan 
people to rise up and defend their democracy against a dangerous, fascist attitude - 
covertly and unscrupulously played out by the United States over the years in numerous 
countries around the world - that ignores and would contemptuously trample on the will 
of the majority for the benefit of big business and the wealthy few. Chavez's ultimate 
crime was that of being an independent thinker whose, some might argue "misguided," 
measures undertaken in trying to revise flawed, inequitable domestic policies had 
somehow become "unacceptable" to Washington. Translated that means, he dared to 
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place the interests of his own impoverished people over and above the corporate, 
money-making interests of the United States. There is much to be said of the truth in the 
words of Christian Perenti, a professor at the New College of California, when he 
describes Venezuela as "the truest democracy in the world today" as it struggles "to 
reform capitalism into a more egalitarian, healthier system." It seems to me that the 
United States has a lesson to learn from its failed coup in Venezuela about the true 
meaning and practice of democracy in respecting and upholding the rights and will of 
the people. (See http://www.workingforchange.com/printitem.cfm?itemid=13283 ) 

xiii http://www.WorkingforChange.com , The Nation, "God changes everything", March 20, 
2002, by Katha Pollitt. (© 2002 The Nation) Let's say there was a school system or a 
chain of clinics on whose professional staff were a certain number of men who molested 
the children in their care and who, whenever this behavior came to the attention of their 
superiors, were shifted to another school or clinic, with parents and colleagues, not to 
mention the justice system, kept in the dark whenever possible. Imagine that this 
practice continued for thirty years through a combination of out-of-court settlements, 
sympathetic judges and politicians, stonewalling lawyers, suppression of information, 
fulminations against the media. Don't you think that when the story finally broke, the 
men who had made and implemented the policy would be held legally responsible — for 
something? Certainly they would lose their jobs. Bring God into the picture, though, 
and everything changes. The bishops who presided over the priestly pedophilia in the 
Catholic Church's ever-expanding scandal are not likely to follow Boston's Father 
Geoghan, convicted and sentenced to nine to ten years and facing more charges, into the 
dock, much less the cellblock. After all, they are men of God. Thanks to God, the 
Catholic Church can run a healthcare system — 10 percent of private hospitals in the 
United States — that refuses to practice modern medicine where women are concerned: 
not just no abortion but also no birth control, no emergency contraception for rape 
victims, no sterilization, no in vitro fertilization. The church can agitate against the use 
of condoms to prevent the spread of AIDS, even in desperate Africa, a position as insane 
as South African President Thabo Mbeki's stance against antiretroviral AIDS drugs, but 
that generates a lot less outrage in the West. It can lobby in Ireland against allowing 
suicidal women to have abortions and intimidate a 14-year-old rape victim in Mexico 
into carrying to term; it can practice total sex discrimination, barring women from the 
priesthood and therefore from sharing in the political life of the church, and still demand 
to be taken seriously when it speaks of human rights or ethics — rather like the 
Philadelphia parochial school recently reported as giving academic extra credit to 
students who march in antiabortion-rights demonstrations even as the church goes after 
public funding through vouchers. 

No secular institution could get away with any of this, any more than a secular 
psychotherapist or family counselor could get away with telling poor mad Andrea Yates 
what the Protestant evangelist Michael Peter Woroniecki did: that Eve was a witch 
whose sin required atonement in the form of perfect motherhood and that working 
mothers are "wicked." Another example: Let's say a group of Americans decide that 
they would like to live where they believe their ancestors lived 2,000 years ago, even 
though other people have been living there for centuries and don't like the idea one bit. 
If these people were Cajuns who wanted to park themselves in the Bois de Boulogne, 
everyone would think they were out of their minds. If they were American blacks taking 
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over swatches of Ghana, people — including many black people — would laugh at their 
historical pretensions and militaristic grandiosity. It would certainly be a relevant point 
that these settlers are not displaced persons or refugees — they have perfectly good 
homes already. But once again, God changes everything: The former Brooklynites, 
Philadelphians and Baltimoreans now camping out in "Judea" and "Samaria" (the West 
Bank to you) wave the Bible and the Israeli government lavishes on them all sorts of 
privileges — cheaper mortgages, income tax breaks, business development and housing 
grants — with results that are disastrous for Israel and Palestinians alike and that now 
threaten the peace of the entire world. In a recent front-page story, the New York Times 
treated the longing of Palestinians in the West Bank and Gaza to return to their homes in 
Israel proper as a psychological obstacle to their forging any kind of rational future, 
individual or collective, and maybe it is — maybe it would be better for them to forget 
the old homestead and demand reparations. But at least the old woman mourning a 
sewing machine left behind when she fled Beersheba fifty years ago really, personally 
owned that sewing machine; the family picnicking year after year in the ruins of its 
former property has living memories of farming that plot of land. It is not a notional 
"ancestral" possession supposedly guaranteed in perpetuity by God. In this case, the 
religious fanaticism is not coming from the Muslims. Elsewhere, of course, it is. God 
has been particularly busy in the Islamic world, building madrassahs, issuing fatwas, 
bringing in Sharia with its bloody stumps and beheadings and floggings and stonings — 
seventeen people have been stoned to death so far under the "progressive" Khatami 
regime in Iran — and underwriting a wide variety of dictators and monarchs and 
warlords. When gods start multiplying, matters don't improve: Polytheistic Hindu 
zealots have slaughtered 700 people, including many children, in revenge for the 
torching by Muslims of a train carrying Hindus from the site of the Ayodhya mosque, 
destroyed by a Hindu mob in 1992 because it supposedly occupied the site where the 
god-king Ram was supposedly born. As I write, Hindu fanatics are threatening to fight 
Muslims for a strand of beard hair preserved in a Muslim shrine in Srinagar, which they 
claim belongs not to Mohammed but to Hindu religious leader Nimnath Baba. How 
many children will be burned to death over the proper attribution of that holy facial hair? 
Think of all the ongoing conflicts involving religion: India versus Pakistan, Russia 
versus Chechnya, Protestants versus Catholics in Northern Ireland, Muslim guerrillas in 
the Philippines, bloody clashes between Christians and Muslims in Indonesia and 
Nigeria, civil war in Sudan and Uganda and Sri Lanka, in which last the Buddhist 
Sinhalese show a capacity for inflicting harm on the admittedly ferocious Hindu Tamils 
that doesn't get written up in Tricycle. It's enough to make one nostalgic for the cold war 
— as if the thin film of twentieth-century political ideology has been stripped away like 
the ozone layer to reveal a world reverting to seventeenth-century-style religious 
warfare, fought with twenty-first-century weapons. God changes everything. (See 
http://www.workingforchange.com/article.cfm7ItemKN 13002 ) 
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Chapter 7 

Military Power 

Figure 7-1 shows the decennial war cycle. Every ten years since 
World War II the U.S. is drawn into combat or confrontation. This usually 
occurs in the first three years of each decade. December 7, 1941 (World War 
II), July 5, 1950 (Korea), October 1962 (Cuban Missile Crisis, DEFCON 3), 
April 1962 (12,000 U.S. troops in Vietnam), March through October 1972 
(Vietnam War escalates, Easter Offensive, Operation Linebacker), 1980-1983 
(height of Second Cold War, U.S. defense budget $2.2 trillion over eight 
years, SDI, Armageddon rhetoric commonplace), 1983 (Beirut barracks 
bombing, invasion of Grenada), December 1989 (Invasion of Panama). 
February 1991 (First Iraq War), October 1993 (Battle of Mogadishu), March 
20, 2003 (Second Iraq War). 

The cycle suggests that the next war will occur between 201 1-2013. 
Also note that recessions tend to occur in years ending in nine, zero and one. 



MAJOR U.S. MILITARY 
OPERATIONS 1940 - 2040 




WWII 1941 - 1945 



Korea 1950 -1953 



Cuban Missile Crisis, Brink ofWWIII, 1962 
U.S. Troops Surge to 500,000 in Vietnam, 1972 

Cold War Low, U.S. Marine Barracks Bombed 
in Beirut, 1983 



Panama Invasion, First GulfWar, 1990, 
Battle ofMogadishu, 1993 



Second Iraq War, 2003, Occupation Begins 



U.S. Or Israel Bombs Iran, 2009? 



Figure 7-1 
Copyright 2007 Daniel Bruno Sanz 



Hierarchy and structure give the military its internal power. The high 
level of internal discipline of the armed forces is matched by the successful 
attainment of its purposes on the battlefield. 

The military needs an opposing power to sustain conditioned power of 
fear. Without a hostile threat, the military does not win appropriations from 
Congress, the source of compensatory power. 
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From 1945 to 1989, the Soviet Union and its allies served this purpose. 
The relaxation of tensions in the 1970s under the Nixon and Carter 
Administrations was a setback for military power. The abandonment of 
detente in 1980 with the change in political leadership in Washington was 
followed by a major increase in military spending. 

The Defense Department employs more people and spends more 
money on the purchase of goods and services than all the rest of government 
put together. In the 1950s President Eisenhower, the consummate military 
man, warned America about the dangers of the military industrial complex. At 
almost $500 billion per year (2007), the Pentagon has a budget larger than the 
Gross Domestic Product of most countries. It is the most powerful of the 
autonomous processes of government. In addition to its unmatched 
organizational and compensatory power, its unmatched condign power is 
without question. The United States armed forces have no rival anywhere on 
earth. 

Support for a strong national defense is an expression of normal 
patriotism; no truly good citizen dissents." 126 "Those who do not submit are 
deviant." 127 The Bush Administration wasted no time and "used its post 9/1 1 



126 The Anatomy of Power by John Kenneth Galbraith, p. 160. 

127 The Anatomy of Power by John Kenneth Galbraith, p. 160. 
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political capital to smuggle its preexisting™ anti-Saddam Hussein agenda to 
the fore." 128 

In July 2007, Senator Hillary Rodham Clinton asked the Pentagon for 
a withdrawal plan from Iraq and she was met with rebuke from the Pentagon. 
The Clinton campaign held a press conference about it. The Pentagon stated 
that there was no plan for withdrawal from Iraq and that to ask such a question 
was tantamount to aiding and abetting the enemy. 

In democratic countries such as the United States, military power is 
subordinate to civilian authority by law and tradition. Nevertheless, as the 
preeminent source of autonomous power within the United States government 
and arguably the most powerful institution on earth, it would be naive to 
suppose that a presidential candidate could occupy the White House without 
the consent of that power. 

Perhaps Barack Obama has reached the same conclusion. On April 22, 
2007 in a major speech at the Foreign Policy Institute in Chicago, the Senator 
called for an increase in military spending and ground troops during the first 
years of his presidency. Given his history of unequivocal condemnation of the 
war in Iraq, perhaps deference to the military power motivated his statement. 



128 New York Times, "Our War on Terror" by Samantha Power, July 29, 2007. 
164 7 - Military Power 



7.2 - Disunity of Purpose 

General John Batiste, former commanding officer of 20,000 soldiers, 
1 st Infantry Division in Iraq, resigned from the Army so that he could begin a 
public campaign against Bush and his policies. He says: "Mr. President, you 
did not listen." In a campaign of advertisements being broadcast in 
Republican congressional districts as part of a $500,000 campaign financed by 
VoteVets.org. 

"You continue to pursue a failed strategy that is breaking our great 
Army and Marine Corps. I left the Army in protest in order to speak up. Mr. 
President, you have placed our nation in peril. Our only hope is that Congress 
will act now to protect our fighting men and women." He also says: "I am 
outraged, as are the majority of Americans. I am a lifelong Republican. But it 
is past time for change." 

A large degree of consensus (internal discipline) is also a requirement 
of war. During World War II, the ability of the United States to impose its will 
on the Axis powers was the symmetrical counterpart of a strong and united 
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internal submission to the national purpose. There was only residual 
resistance to conscription. 

In 2007, the United States military fights a scattered, disorganized 
enemy in Iraq but is unable to impose its purpose of occupation because the 
United States has no internal unity of submission to that goal. 129 In fact, it is 
widely seen as an unwise abuse of power. Having won a brilliant victory over 
the enfeebled forces of Saddam Hussein in 2003 the army has won the war but 
lost the occupation. 130 Now a humiliating phased withdrawal awaits it. This 
withdrawal will be seen as a retreat. Timing will be based on political 
considerations. It will be choreographed to minimize the damage to the 
governing party in Washington, whether Democratic or Republican. As U.S. 
forces fall away from Iraq while they're being shot at, a vicious blame game 
will endure for years as Republicans blame the Democrats for pulling out too 
soon and as Democrats point back to Republicans for getting us involved in 
the mess to begin with. 



129 "Those whose generals are not constrained by their governments are victorious." The Art 
of War by Sun Tzu (translated by Thomas Cleary), p. 106. 

130 Master Sun: "So, there are three ways in which a civil leadership causes the military 
trouble. When a civil leadership unaware of the facts tells its armies to advance when it 
should not, or tells its armies to retreat when it should not, this is called tying up the 
armies. When the civil leadership is ignorant of military affairs but shares equally in the 
government of the armies, the soldiers get confused. When the civil leadership is 
ignorant of military maneuvers but shares equally in the command of the armies, the 
soldiers hesitate. Once the armies are confused and hesitant, trouble comes from 
competitors. This is called taking away victory by deranging the military." The Art of 
War by Sun Tzu (translated by Thomas Cleary), p. 104. 
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Hillary Rodham Clinton is especially vulnerable to this sort of 
recrimination. Supporters of the war have used patriotism to stifle their 
opponents and will continue to do so. The lack of internal submission to the 
purpose of the war in Iraq is in sharp contrast to the singularity of purpose that 
the American military presence in Iraq has given to the insurgency in that 
country. 

The withdrawal of American personnel from Iraq will dilute the 
devotion of the insurgents and of Islamic radicals everywhere. Power and the 
projection of power creates its own resistance. The withdrawal of superior 
power will be debilitating for the weaker power once the initial euphoria 
wears off 

The Obama Administration will reinvigorate U.S. diplomacy. The sun 
will shine on international relations. Obama's conditioned power of 
personality via persuasion will be more effective than the condign power of 
military might alone. However, let no one suppose that military might will 
not be of central importance going into the future. The acme of skill will be in 
its non-use. 131 "While symmetry and enforcing power and in answering it 
must generally be assumed, it is not inevitable. There have been striking 



131 "... those who are not thoroughly aware of the disadvantages in the use of arms cannot 
be thoroughly aware of the advantages in the use of arms." The Art of War by Sun Tzu, 
p. 78. 
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examples in history of countering or countervailing power that have depended 
for their effectiveness on their asymmetry." 132 



132 The Anatomy of Power by John Kenneth Galbraith, p. 79. 
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Chapter 7 Endnotes 



With its admission that an alleged link between Saddam Hussein and the Sept. 11 
attacks doesn't exist, the Bush administration has lost its most compelling argument for 
invading Iraq. 

For eight months, the most intensive international investigation in history attempted to 
pin the massacre at the World Trade Center, the Pennsylvania plane crash and the attack 
on the Pentagon on the leader the United States most wants to topple. Last week, in 
response to a Newsweek report, senior administration officials conceded they had no 
evidence to support that theory. 

In the end, the case for Hussein as super-villain of choice and the next target of the "war 
on terrorism" hung on a slim thread — an alleged meeting in Prague between hijacker 
Mohamed Atta and an Iraqi diplomat. That thread has snapped, even as the United 
States is gearing up for another war with Iraq; the FBI and CIA now state no such 
meeting occurred. That's inconvenient for some in the media who went wild over Czech 
government claims, long since withdrawn, that it had evidence of the Prague meeting. 
For example, New York Times columnist William Safire led his influential column last 
November by asserting that "the undisputed fact connecting Iraq's Saddam Hussein to 
the Sept. 11 attacks is this: Mohamed Atta, who died at the controls of the airliner- 
missile, flew from Florida to Prague to meet on April 8 (2001) ... with Ahmed al-Ani, 
the Iraqi consul." Safire stuck to his guns in a subsequent column in March, attacking 
the growing chorus of those critics, including Washington Post columnist David 
Ignatius, who doubted the story. 

However, the doubters were right, and the kindest thing to say is that Safire and others 
floating this non-story were had by those in the government eager to fuel tensions with 
Iraq. The attempt to blame Sept. 1 1 on both a fanatic Muslim, Osama bin Laden, and the 
secular Hussein never made much sense. As Saudi Arabia's former chief of intelligence, 
Prince Turki bin Faisal, put it, Bin Laden viewed Hussein "as an apostate, an infidel or 
someone who is not worthy of being a fellow Muslim." 

Moreover, the hijackers were not from Iraq, nor did the money trail lead to Baghdad. 
Instead, investigators found a cash highway emerging from the wealthy fundamentalists 
of Saudi Arabia, a nation that happened to have produced 1 5 of the hijackers and Bin 
Laden himself. How annoying that the main achievement of our president's father — 
President George H.W. Bush — was the Gulf War, which saved Saudi royalty from 
Hussein's wrath. 

To the elder Bush's everlasting embarrassment, Hussein survived in office longer than 
he did. Perhaps it remains for psychiatrists to best explain why his son has made ousting 
Hussein the centerpiece of his otherwise undefined foreign. A case in point is 
yesterday's meeting in Washington between the president and Israeli Prime Minister 
Ariel Sharon, who is to be pressured to somehow begin to make peace with Palestinian 
leader Yasser Arafat. Pushing both sides hard for a Mideast truce is an admirable role 
for the world's only superpower, of course, but Bush's commitment to the process is 
transparently short-term: He wants to secure Saudi Arabia's support for his planned war 
on Iraq. Saudi Arabia has a long history of betraying the interests of both Israel and the 
Palestinians, and peacemaking that aims at mollifying the Saudi royal family is doomed 
to failure. Rather, a just resolution acceptable to the two peoples who have been 
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mutually exploited by the rest of the Arab world for the past 50 years is the key to 
stability in the region. Instead, Bush has had it backward from his first days in office, 
when he ignored the painstaking peacemaking efforts of his predecessor, turning his 
attention to the region only after the tragedy of Sept. 1 1 . 

Now a popular "wartime" president, he is apparently dead set on launching another 
massive air war on a rogue nation — a costly endeavor that, whether it hinders terrorism 
or not, could cinch his re-election and place in the history books. Clearly, Bush's 
preoccupation with Iraq has permitted the tail to wag the dog. Yet without the link to 
Bin Laden's al-Qaeda, there is little excuse for what would prove to be a very costly war, 
rejected by almost all of our allies as an irrational response to what remains of the Iraqi 
military threat. Bush's foreign policy is based on a fairytale, the persistent if childish 
hope that all of our problems can be solved by one solid blow to the latest Evil Empire, 
now found in Baghdad. Someone needs to read the president a better bedtime story. 
http://www.WorkingforChange.com , Creators Syndicate, "Bush's fairy tale view of 
Saddam," May 8, 2002, by Robert Scheer. (See 
http://www.workingforchange.com/printitem.cfm?itemid=13280 ) 
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Chapter 8 

A Beginning-less Circle Has No End 

In Vietnam, the military exhausted its resources of conditioned power 
and made the grave mistake of losing control of the press. It was 
subsequently unable to shake off the "Vietnam Syndrome" until the successful 
invasion and occupation of Panama in 1990 by George Bush #41. As we 
continue our discussion on conditioned power of the military and the 
enhanced conditioned power of the executive in a state of emergency, we note 
the harmony of symmetry between the conditioned power of the 
Administration and its adversaries in Iraq. This was achieved by elevating the 
combatants to warrior status, whereas hitherto they were criminals. "By 
branding the cause a war and calling the enemy 'terror,' the Administration 
has lumped like with unlike foes and elevated hostile elements from the ranks 
of the criminal (stigmatized in all societies) to the ranks of soldiers of war (a 
status that carries connotations of sacrifice and courage). Although anybody 
taking aim at the American superpower would have seemed an underdog, the 
White House's approach enhanced the terrorists' cachet, accentuating the 
image of self-sacrificing Davids taking up slingshots against a rich, flaccid, 
hypocritical Goliath. "In rejecting the war on terror framed recently, Hillary 
Benn, the British Secretary of State for International Development, argued: 



'What these groups want is to force their individual and narrow values on 
others, without dialogue, without debate, through violence. And by letting 
them feel part of something bigger, we give them strength.'" 133 

The physical elimination of bin Laden or any terrorist boss, while of 
great propaganda value in the United States and a morale boost for the troops, 
will not have a decisive effect on the organizational and conditioned power of 
the terrorist "movement." New personalities will fill the void. 134 The staying 
power of the terrorist "movement" is greater than the ability of the American 
public to bear the daily bad news on CNN. 

In a perverted sense, bin Laden is worth more alive than dead to the 
current political agenda of the United States. As long as he is alive, the 
terrorist bogeyman strikes fear in the public imagination; civil liberties and 
human rights are curtailed. Government power expands. Anyone, citizen or 
not, suspect or not, is now fair game for the NSA, FBI and CIA. 

The effective conditioned power of the terrorist network enforces the 
conditioned power of patriotism in the United States and the agenda of the 
Bush Administration. While the death or capture of bin Laden would be a 



133 New York Times, "Our War on Terror" by Samantha Power, July 29, 2007. 

134 "Therefore those skilled at the unorthodox are infinite as Heaven and Earth, 
inexhaustible as the great rivers. When they come to an end, they begin again, like the 
days and months; they die and are reborn, like the four seasons." The Art of War by Sun 
Tzu, p. 124. (refer back to http://en.wikipedia.org/wiki/Sun_Tzu) 
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major public relations victory for Bush and temporarily reverse the decline is 
his popularity, the long term effect would be to diminish support for the war in 
Iraq and Afghanistan. 

In a free and open society total state control of peoples' personal 
affairs - and of international trade — is impossible. 135 It's also impossible to 
harden all potential targets of terrorism in the United States: bridges, tunnels, 
ports, nuclear power plants, chemical plants, refineries, water reservoirs, etc. 
In 2007, everyone is a suspect and some are profiled more than others. But 
random searches and eavesdropping don't provide real public security. They 
are more akin to a public placebo. No amount of vigilance can stop a 
determined terrorist(s) from committing a crime any more than the police can 
bring the crime rate to 0%. Terrorism, like drug abuse and shoplifting, has to 
be managed. The Bush Administration's stated goals of "winning the War on 
Terror" will exhaust the United States financially and morally because victory 
is inscrutable. Being unfathomable in battle leads to victory. But 
unfathomable victory breeds dissent 136 and demoralizes the troops. 137 Tactic 



135 The U.S. has a long tradition of resorting to technology to solve the security 
conundrums arising from the liberties guaranteed by the Constitution. Taser guns, face 
recognition software for crowd surveillance and biometric passports are the most recent 
tools. 

136 "Those whose generals are able and are not constrained by their governments are 
victorious ..." from The Art of War by Sun Tzu, p. 1 06. 

137 "When you do battle, even if you are winning, if you continue for a long time, it will 
dull your forces and blunt your edge; if you besiege a citadel, your strength will be 
exhausted. If you keep your armies out in the field for a long time, your supplies will be 
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has replaced objective. The stated goal of the War on Terror is unattainable. 
Victory is without form or definition. It is a circle without beginning, middle 
or end. 

The organizational power of the U.S. government has responded to 
the conditioned power of Islamic extremism. There is no symmetrical 
relationship between the two. The powers that the U.S. government is 
endowed with will not succeed in subduing the conditioned power of religious 
belief. Islam will never conquer the U.S. as the Moors conquered Spain. 
However, the conditioned power of Islamic opposition is useful to the U.S. 
government for a wide range of purposes. 138 

The conditioned power of religious fanaticism claims the authority of a 
higher power and eschews the pursuit of worldly goals. The behavior it 
inspires is alien to those outside. Religious fanatics have much in common 
across the span of historical epochs. Self-righteousness and intolerance define 
their being. The (heavenly) end justifies the (hellish) means. Dogma prevails 
over reason. Women were burned at the stake for being witches in 



insufficient." The Art of War by Sun Tzu, p. 106. 
138 On October 31, 1998, President Bill Clinton signed H.R. 4655, the "Iraq Liberation 
Act." (see http://www.iraqwatch.org/government/US/Legislation/ILA.htm) The stated 
aim was regime change in Baghdad. Less than two months later, the U.S. Navy began 
bombing as part of Operation Desert Fox. The four-day bombing campaign coincided 
with the House of Representatives' hearings to impeach President Clinton. Clinton was 
impeached on December 19, the last day of the bombing campaign. 
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Massachusetts 400 years ago. Today girls are hanged in Iran for violating 
Islamic laws of chastity The dour, ascetic religious zealot is not impressed by 
the awesome compensatory power of the United States. He despises it. The 
superior standard of living afforded by market economies subverted Marxist- 
Leninist ideology. State socialism could not deliver and was abandoned. 
Today the West confronts an enemy determined to smash it, not play catch up 
with it. 

The organizational power and the condign power of the United States 
are incomplete against the conditioned power of religious fanaticism and the 
immortal personality of the Prophet. 139 The conditioned power of Islamic 
fundamentalism drives the countervailing condign power of the United States 
in the Middle East. It also shares a harmonic dynamic with conformity and 
patriotism in the United States. 

Washington has chosen to see itself as the protagonist in the epic 
struggle against terrorism and has made that its raison d'etre. This is a 
mistake. It gives undeserved status to the enemy. Shut down its primary 
weapon - the conditioned power of fear - and terrorists will grow weary and 
disband. They will have lost the war for influence. Terrorism must be seen as 



139 "Those who are brave but thoughtless and insist on fighting to the death cannot be made 
to yield, but they can be struck by ambush." The Art of War by Sun Tzu (translated by 
Thomas Cleary), p. 168. 
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just one more risk; hurricanes, tsunamis, traffic fatalities and cancer are also 
risks. We must prepare for them all. Alas, terrorists have obtained great value 
in American domestic politics. Look for foiled terrorist plots as the 2008 
presidential election approaches or genuine terrorist attacks on American 
interests after the elections if U.S foreign policy doesn't get smarter. 140 

An observation of the power dynamic demonstrates the value terrorist 
actions have in the fortunes of the national security state and the Republican 
Party, its primary apologist. Looking ahead, terrorist fear could help deflect 
attention for the economy during the 2008-2010 recession. A spectacular 
attack would be the best scapegoat for the economic downturn that must 
come. 

When the hammer and sickle was lowered for the last time at the 
Kremlin in December of 1991, the world entered a new age. 139 It exited the 
Cold War and entered a period of monopolar American power. This 
honeymoon with power lasted for ten years, from December, 1991 to 
September 11, 2001, when 19 Arab Muslim hijackers, none of them Iraqi, 



140 The opposite occurred on March 11, 2004 (912 days after September 11th) in Madrid. 
Islamic extremists planted bombs on commuter trains at rush hour; 190 were killed, 
2,05 1 wounded. Spanish Congressional and presidential elections were scheduled for 
March 14 th . As a result of public outrage over the attack, the incumbent Peoples' Party, 
and ally of the Bush Administration, lost the elections. The Spanish Socialist Workers' 
Party won with 43.3% of the vote. Newly elected President Jose Luis Zapatero fulfilled 
his election promise to evacuate Spanish troops from Iraq shortly thereafter. 
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converted four passenger planes into cruise missiles and caused more damage 
than the Soviets ever could. 

The threat posed by al-Qaeda is not to be underestimated. 141 It is the 
spearhead of resistance to American power. "Even more than was true during 
the Cold War, the struggle against Islamic-based terrorism will be not simply a 
military campaign but a battle for public opinion in the Islamic world, among 
our allies, and in the United States. Osama bin Laden understands that he 
cannot defeat or even incapacitate the United States in a conventional war. 
What he and his allies can do is inflict enough pain to provoke a reaction of 
the sort we've seen in Iraq - a botched and ill-advised U.S. military incursion 
into a Muslim country, which in turn spurs on insurgencies based on religious 
sentiment and nationalist pride, which in turn necessitates a lengthy and 
difficult U.S. occupation, which in turn leads to an escalating death toll on the 
part of U.S. troops and the local civilian population. All of this fans anti- 
American sentiment among Muslims, increases the pool of potential terrorist 
recruits, and prompts the American public to question not only the war but 



141 "Terrorist networks can spread their doctrines in the blink of an eye; they can probe the 
world economic system's weakest links, knowing that an attack in London or Tokyo will 
reverberate in New York or Hong Kong; weapons and technology that were once the 
exclusive province of nation-states can now be purchased on the black market, or their 
designs downloaded off the Internet; the free travel of people and goods across borders, 
the lifeblood of the global economy, can be exploited for murderous ends." The 
Audacity of Hope by Barack Obama, p. 306. 
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also those policies that project us into the Islamic world in the first place." 142 

al-Qaeda is largely the product of one man and his compensatory 
power: Osama bin Laden. He inherited hundreds of millions of dollars as a 
young man and combined his leadership skills with the power to buy 
submission to his purposes. He was befriended by the Central Intelligence 
Agency in the early 1980s to wage "jihad," against the blond soldiers of an 
atheist alien state in Afghanistan. 

One of their stated goals is to bleed America dry financially. At $10 
billion a month, we're playing into their hands. "That's the plan for winning a 
war from a cave, and so far, at least, we are playing to script. To change that 
script, we'll need to make sure that any exercise of American military power 
helps rather than hinders our broader goals: to incapacitate the destructive 

potential of terrorist networks and win this global battle of ideas." 143 

142 The Audacity of Hope by Barack Obama, p. 307 308. 

143 The Audacity of Hope by Barack Obama, p. 308. 
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Chapter 9 

Rational Exuberance 

Information moves in cascades through communities. The human 
mind is the product of evolution almost entirely in the absence of the printed 
word, email, the Internet or any other artificial means of communication. 144 

Emotional drive is largely responsible for people's favorite activity 
being conversation. When they converse, they may talk about a hot stock tip 
or threats to wealth and health. They talk about government, business and 
Barry Bonds. However, when the conversation turns to abstract topics such as 
the mathematics of finance or the intricacies of foreign policy, the 
transmission of knowledge is more difficult and imperfect. Sociologists apply 
epidemic models to word of mouth communication. 145 Research shows that 
ideas are transmitted in an infectious fashion from person to person. Models 
have been devised to predict the course of infection. These models can be 
used to better understand the transmission of attitudes and the nature of the 
feedback mechanism supporting speculative bubbles. 146 

The logistic curve plots a graph of infected people after the 
introduction of a disease. The curve shows the percentage of the infected 



144 Irrational Exuberance by Robert J. Schiller, p. 160. 

145 Irrational Exuberance by Robert J , Schiller, p. 164. 

146 Irrational Exuberance by Robert J. Schiller, p. 164. 



population. The infection rate rises initially. Although the rate of increase is 
nearly constant at first, the number of people recorded as contracting the 
disease rises faster as more people become infected. But the rate of increase 
starts to decline as the pool of infected people is depleted even though the 
intrinsic infection rate of the disease is unchanged. The infection rate declines 
because those who are infected meet fewer people who have yet to be 
infected. Eventually, the entire population is infected, and the logistic curve 
goes flat at 100%. Then there are no new cases. 147 

Epidemiologists have used this model to predict the course of 
infectious diseases and have also applied them to other biological phenomena. 
Sociologists have used this model to predict the course of word of mouth 
transmission of ideas, 148 where the infection rate here is the rate of 
communication of ideas. And the removal rate is the rate of forgetting or of 
losing interest. 

The dynamics of such transmission may mimic that of disease. 149 
Although the imprecision and variability of interpersonal communications as 
they currently occur prevent formal mathematics from predicting with any 
reliability how ideas are spread, epidemic models are still helpful in 



147 Irrational Exuberance by Robert J , Schiller, p. 164. 

148 Irrational Exuberance by Robert J , Schiller, p. 165. 

149 Irrational Exuberance by Robert J , Schiller, p. 165. 
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understanding the kinds of things that can bring about changes in market 
prices. 150 The likelihood of any event affecting market prices is enhanced if 
there is a good, vivid, tell able story about the event. 151 The importance of a 
tell able story for keeping the infection rate of ideas high should not be 
underestimated. 

Enthusiasm for the Obama campaign has a high infection rate and a 
large untapped pool of people available to it. Hitwise is an on-line 
intelligence serve providing data on website activity. 

Figure 9-1 shows Barack Obama and Hillary Rodham Clinton's share 
of U.S. Internet searches from September 2006 to January 13, 2007. 152 



150 Irrational Exuberance by Robert J ', Schiller, p. 166. 

151 Irrational Exuberance by Robert J ', Schiller, p. 167. 

152 Hitwise: http://weblogs.hitwise.com/billl4tancer/barackhillary.png 
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Figure 9-2 shows Google search statistics. 



153 



Figure 9-3 shows millions of page views from July 16 to August 13, 
2007. 154 Increased interest in Clinton's advocacy may be the result of her 
performance during recent televised debates. The excitement about the 
Obama campaign is akin to the gold rush fever of an IPO. Fundraising figures 
support this view. 
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On April 17, 2007, Kristin Jensen and Christine Harper of Bloomberg 
News reported that Obama out-fundraised both Senator Clinton and Rudy 



153 http://www.searchengineiournal.com/barack-obama-vs-hillarv-clinton-vs-iohn-edwards- 
looking-at-search-stats/4280/ 

154 http://www.searchengineiournal.com/barack-obama-vs-hillary-clinton-vs-iohn-edwards- 



looking-at-search-stats/4280/ 
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Guiliani on Wall Street. According to the Federal Election Commission, 
Guiliani collected $473,442 and Clinton raised $447,625. Obama raised 
$479,209 from employees at banks on Wall Street. 

His donors include heavy-hitters like George Soros and Paul Tudor 
Jones. James Torrey is an Obama fundraiser and is CEO of Torrey Associates, 
a $1.3 billion fund of funds. He says: "I've never had a higher hit ratio in 
terms of asking people for money and them saying yes." 

Mitt Romney raised $382,000 and John McCain raised only $213,660. 

Obama also raised $35,000 from employees of the Blackstone Group, 
LP and the Carlyle Group, a global private equity firm. According to Federal 
Election Commission filings, the Democrats' Wall Street total for the first 
quarter was $1.3 million, compared to $1.1 million for the Republicans. 
Goldman Sachs employees donated $120,250 to Obama, $113,750 to Romney, 
$64,400 to Clinton and $13,250 to Guiliani. It is a near certainty that 
Obama's donors had never heard of him before his July 2004 DNC speech. 
The Guiliani campaign should be troubled by these numbers. 

According to an April 26 th article on Bloomberg, Senator Obama is a 
favorite among the wealthiest Democrats. 155 In Irrational Exuberance, 



155 "People often find it very difficult to explain what made them decide to take a certain 
course of action. The original intentional trigger may not be remembered." Irrational 
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Schiller states: "The sense that we are all suddenly learning important facts 
and have arrived at a new enlightenment about investment has appeared so 
many times in history that it may be regarded as a predictable component of 
irrational exuberance." 

People today feel a new enlightenment about politics. They are 
suddenly learning about a candidate and his campaign to turn the page. They 
feel rational exuberance. 



The breathtaking 1982-2000 Bull market ended with the dot-com crash 
in March, three months after the widely discounted millennium catastrophe 
did not occur. The irrational exuberance of day-traders and CNBC financial 
gurus predicting Dow 60,000 was over. But it was also the end of a quasi 
"Era of Good Feelings." Nepotism, massive fraud in Florida and Ohio and the 
Supreme Court delivered the White House to an incompetent on December 
1 1 . Electoral fraud notwithstanding, Democrat Al Gore had won the election 
with 514,000 votes to spare. Nevertheless, he accepted defeat to avoid a 
systemic crisis. Such wimpy behavior was to be expected from a liberal. Ten 



Exuberance by Robert J. Schiller, p. 171. 
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months later on September 11, 2001, The Age of Terrorism began: 

"Pardon me if I was dreaming, but weren't things looking up just a 
year ago or so? Weren't we supposed to be living through the largest 
economic expansion in history? Hadn't the government ended 55 years of 
operating in the red and finally boasted a cash surplus large enough to fix 
every road, bridge and tooth in America? And water pollution were at their 
lowest levels in decades. Crime was at a record low. Teen pregnancies had 
dropped out of sight. And more kids were graduating from high school and 
college than ever before. Old people lived longer. You could call Kathmandu 
for 12 cents a minute. The Internet was bringing all the world closer together. 
Palestinians broke bread with Israelis, Catholics shared a pint with Protestants 
in Northern Ireland. Yes, life was getting a whole lot better, and we all felt it. 
People were friendlier. Strangers on the street would give you the time of day. 
And Regis made the questions easier so we could have more millionaires. 
"Then something happened. Investors lost millions in the stock market. 
Crime went up for the first time in a decade. Job losses skyrocketed. 
American icons like Montgomery Ward and TWA vanished. Suddenly we 
were 2.5 million barrels short of oil every day. By mid-2001, 37 countries 
were at war around the world. The United Nations kicked us off their Human 
Rights Commission, and the European Union attacked us for unilaterally 
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violating the ABM Treaty by reintroducing Star Wars." 156 

It was a new era, one that left some people nostalgic about the Clinton 
years, while others demanded more meaningful change. "Friends, when are 
we going to stop kidding ourselves? Clinton and most other contemporary 
Democrats did not and will not do what is best for us or the world we live in. 
We don't pay their bill. The top ten percent do, and it is their will that will 
always be done. I know you already know this. It's just hard to say it because 
the alternative looks so much like Dick Cheney." 157 

Michael Moore laments the awful state of politics in America, which 
has been reduced to voting for the lesser of evils. Voter participation was 25% 
to 50%. "Sadder still were the 154 million of us who had not voted for him 
[George W Bush]. In a nation of 200 million voters, I would say we 
constitute the majority." 158 

He describes the inaugural parade on January 20, 2001: "Except for 
the 20,000 protesters who jeered Bush every inch of the way, holding signs 
denouncing Bush for stealing the election, the rain-soaked demonstrators were 
the conscience of the nation. Bush's limousine could not avoid them. Instead 
of cheering crowds of supporters, he was greeted by good people moved to 



156 Stupid White Men by Michael Moore, p. 7. 

157 Stupid White Men by Michael Moore, p. 214. 

158 Stupid White Men by Michael Moore, p. 15 "A Very American Coup". 
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remind this illegitimate ruler that he did not win the election, and that the 
people would never forget." 159 

The end of the bull market and the end of America's honeymoon with 
power along with the ascension of a modern day usurper set in to motion 
events which led to Barack Obama's presidential bid, his eventual triumph and 
an electoral realignment of American politics in 2008-2012. 

9.2 - 3 rd Party Candidates 

Dissatisfaction with the two-party system has been brewing for some 
time. The candidacies of Ross Perot (1992) and Ralph Nader (2000) were 
attempts to break away from the two-party duopoly. 160 

There has been and continues to be a growing sense of disaffection 
with the Democrat Party because of their similarity, indeed their crossover 
ability to talk like Republicans, to vote like Republicans and indeed to switch 
parties and become Republicans when they think that it will suit their political 
careers. There has been a shift to the right in the United States since 1980; 



159 Stupid White Men by Michael Moore, p. 14. 

160 In 1992, Ross Perot ran on an anti-free trade, anti- Washington platform. He won 19%of 
the popular vote and is considered to have contributed to George H. W. Bush's loss. In 
2000, Ralph Nader (Green Party) won 2.7% of the popular vote and was blamed for 
George W. Bush's "victory," even though Bush lost the popular vote. In 1968, George 
Wallace won 13.5% of the popular vote. Due to the Electoral College system, it is 
nearly impossible for a third party candidate to win an election. 
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near the market bottom of 1982 until the top of 2000 and has continued even 
as the recession took hold in 2001. 

"Because the truth is George W. Bush did little more than continue the 
policies of the last eight years of the Clinton-Gore Administration. For eight 
long years, Clinton-Gore resisted all efforts and recommendations to reduce 
carbon dioxide in our air and arsenic in our water, etc., etc." 161 

"Take the fact that Clinton-Gore was the first administration in 25 
years not to demand higher fuel efficiency standards from Detroit under their 
watch - in other words, millions of barrels of oil were unnecessarily refined 
and spewed out into air. Ronald Reagan, that icon of Conservatism, had a 
better environmental record on this front. His administration ordered that cars 
get more miles per gallon." 162 

Michael Moore's rage reaches a crescendo on page 220: "Friends, you 
are being misled and hoodwinked by a bunch of professional liberals who did 
nothing themselves for eight years to clean up these messes, and who now 
can't stop themselves from attacking people like Ralph Nader, who has 
devoted his entire life to every single one of these issues. What unmitigated 
gall. They blame Nader for giving us Bush. I blame them for being Bush. 



1 6 1 Stupid White Men by Michael Moore, p. 215. 

162 Stupid White Men by Michael Moore, p. 215. 
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They suck off the same corporate teat, supporting things like NAFTA, which 
according to the Sierra Club, has doubled the pollution along the Mexican 
border where the American factories have moved." 163 

"Had Clinton done the job those of us who voted for him in 1992 
expected him to do, we wouldn't be in the trouble we're in." 164 

"The point of all of this is that our real problem, ultimately, isn't Bush. 
It's the Democrats. Bush would be paralyzed if the Democrats started 
behaving like a true opposition party. Bush wouldn't even be there had one 
Democrat in the House stood up and challenged the votes of the Electoral 
College. But no one said anything." 165 

"Democrats have also backed Bush on his bombing of Iraq and his 
aggressive actions towards China. In August 2001, the crowning moment of 
this collaboration came when the House voted to approve drilling for oil in 
the Alaskan wilderness. Thirty-four Republicans had already jumped ship 
and said they would vote against their own party on this issue. That was 
stunning news to those who were concerned about our environment. But 
the joy soon subsided once the vote was taken, and 36 Democrats voted in 



163 Stupid White Men by Michael Moore, p. 220. 

164 Stupid White Men by Michael Moore, p. 220. 

165 Stupid White Men by Michael Moore, p. 223. 
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favor of the Bush plan." 166 

"The saddest spectacle in this orgy of Democrats sleeping with the 
enemy was the way they approved every single one of Bush's cabinet 
nominations. Some appointees had the unanimous support of the 
Democrats in the Senate. Even controversial ones, like John Ashcroft, 
picked up a number of crucial Democratic votes. And not a single 
Democratic senator was willing to filibuster the way a rabid Republican 
would if a Democratic President had selected such a fringe radical as 
Ashcroft to be Attorney General. If I recall, Janet Reno was choice number 
three for Clinton. The first two nominees were rejected after Republicans 
went nuts over their views on nannies. "But that's the difference. Democrats 
have no spine. They always back down. There is no one on their side of the 
aisle willing to go to battle for us the way a Tom DeLay or Trent Lott will for 
his side. Those guys will not rest until they win, no matter how many bodies 
the road is littered with. 167 "Democrats have become nothing more than 
Republican wannabes. So, I propose a course of action. The Democrats 
much merge with the Republican Party. That way, they can keep doing what 
they both do very well: representing the rich and save a lot of money by 
consolidating staff and headquarters into one tight, fit, fighting machine for 



166 Stupid White Men by Michael Moore, pp. 224-225. 

167 Stupid White Men by Michael Moore, pp. 224-225. 
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the top ten percent." 168 To boil it all down: "With one party fighting for the 
right to write-off one's backyard tennis court as a business expense, and the 
other fighting for the right to see a doctor if one gets sick, it's really that 
simple." "This is a growing movement. And it's not just about the Green 
Party. Heck, I'm not even a member. There are millions of people who have 
had it with the Democrats and Republicans and who want the real choice. 
That's why a professional wresder won as Governor of Minnesota." 170 
"Gore had blown it. He had failed to unmask Bush's ignorance and stupidity. 
He had failed to set himself apart and show the nation that there was a real 
difference on the ballot. He had three chances to nuke that smirking son of 
a Bush, and he couldn't do it." 171 



An independent candidate has never won the Presidency. Obama 
understood long ago that to reform American politics he would need to do so 
from within the system. His message is progressive and Kennedy-esque. He 
diverges from the Republican Party line and its Democratic apologists: Good 



168 Stupid White Men by Michael Moore, pp. 224 

169 Stupid White Men by Michael Moore, pp. 225. 

170 Stupid White Men by Michael Moore, pp. 256. 

171 Stupid White Men by Michael Moore, pp. 243. 
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morning. We all know that these are not the best of times for America's 
reputation in the world. We know what the war in Iraq has cost us in lives and 
treasure, in influence and respect. We have seen the consequences of a 
foreign policy based on a flawed ideology, and a belief that tough talk can 
replace real strength and vision. 

Many around the world are disappointed with our actions. And many in 
our own country have come to doubt either our wisdom or our capacity to 
shape events beyond our borders. Some have even suggested that America's 
time has passed. But while we know what we have lost as a consequence of 
this tragic war, I also know what I have found in my travels over the past two 
years. 

In an old building in Ukraine, I saw test tubes filled with anthrax and the 
plague lying virtually unlocked and unguarded — dangers we were told could 
only be secured with America's help. 

On a trip to the Middle East, I met Israelis and Palestinians who told me 
that peace remains a distant hope without the promise of American 
leadership. 

At a camp along the border of Chad and Darfur, refugees begged for 
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America to step in and help stop the genocide that has taken their mothers 
and fathers, sons and daughters. 

And along the crowded streets of Kenya, I met throngs of children who 
asked if they'd ever get the chance to visit that magical place called America. 

So I reject the notion that the American moment has passed. I dismiss 
the cynics who say that this new century cannot be another when, in the 
words of President Franklin Roosevelt, we lead the world in battling 
immediate evils and promoting the ultimate good. 

I still believe that America is the last, best hope of Earth. We just have 
to show the world why this is so. This President may occupy the White 
House, but for the last six years the position of leader of the free the world 
has remained open. And it's time to fill that role once more. 

I believe that the single most important job of any President is to 
protect the American people. And I am equally convinced that doing that 
job effectively in the 21 st century will require a new vision of American 
leadership and a new conception of our national security — a vision that 
draws from the lessons of the past, but is not bound by outdated thinking. 

In today's globalized world, the security of the American people is 
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inextricably linked to the security of all people. When narco-trafficking and 
corruption threaten democracy in Latin America, it's America's problem too. 
When poor villagers in Indonesia have no choice but to send chickens to 
market infected with avian flu, it cannot be seen as a distant concern. When 
religious schools in Pakistan teach hatred to young children, our children are 
threatened as well. 

Whether it's global terrorism or pandemic disease, dramatic climate 
change or the proliferation of weapons of mass annihilation, the threats we 
face at the dawn of the 21 st century can no longer be contained by borders 
and boundaries. The horrific attacks on that clear September day awakened 
us to this new reality. And after 9/11, millions around the world were ready 
to stand with us. They were willing to rally to our cause because it was their 
cause too — because they knew that if America led the world toward a new 
era of global cooperation, it would advance the security of people in our 
nation and all nations. 

We now know how badly this Administration squandered that 
opportunity. In 2002, I stated my opposition to the war in Iraq, not only 
because it was an unnecessary diversion from the struggle against the 
terrorists who attacked us on September 11th, but also because it was based 

9 - Rational Exuberance 195 



on a fundamental misunderstanding of the threats that 9/11 brought to light. 
I believed then, and believe now, that it was based on old ideologies and 
outdated strategies — a determination to fight a 21 st century struggle with a 
20 th century mindset. There is no doubt that the mistakes of the past six 
years have made our current task more difficult. World opinion has turned 
against us. And after all the lives lost and the billions of dollars spent, many 
Americans may find it tempting to turn inward, and cede our claim of 
leadership in world affairs. I insist, however, that such an abandonment of 
our leadership is a mistake we must not make. America cannot meet the 
threats of this century alone, but the world cannot meet them without 
America. We must neither retreat from the world nor try to bully it into 
submission — we must lead the world, by deed and example. 

We must lead by building a 21 st century military to ensure the security of 
our people and advance the security of all people. We must lead by 
marshaling a global effort to stop the spread of the world's most dangerous 
weapons. We must lead by building and strengthening the partnerships and 
alliances necessary to meet our common challenges and defeat our common 
threats. 

And America must lead by reaching out to all those living disconnected 
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lives of despair in the world's forgotten corners — because while there will 
always be those who succumb to hate and strap bombs to their bodies, there 
are millions more who want to take another path — who want our beacon of 
hope to shine its light their way. 

This election offers us the chance to turn the page and open a new 
chapter in American leadership. The disappointment that so many around 
the world feel toward America right now is only a testament to the high 
expectations they hold for us. We must meet those expectations again, not 
because being respected is an end in itself, but because the security of 
America and the wider world demands it. 

This will require a new spirit — not of bluster and bombast, but of quiet 
confidence and sober intelligence, a spirit of care and renewed competence. 
It will also require a new leader. And as a candidate for President of the 
United States, I am asking you to entrust me with that responsibility. 

There are five ways America will begin to lead again when I'm President. 
Five ways to let the world know that we are committed to our common 
security, invested in our common humanity, and still a beacon of freedom 
and justice for the world. 

The first way America will lead is by bringing a responsible end to this 
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war in Iraq and refocusing on the critical challenges in the broader region. 

In a speech five months ago, I argued that there can be no military 
solution to what has become a political conflict between Sunni and Shi'a 
factions. And I laid out a plan that I still believe offers the best chance of 
pressuring these warring factions toward a political setdement — a phased 
withdrawal of American forces with the goal of removing all combat 
brigades from Iraq by March 31 st , 2008. 

I acknowledged at the time that there are risks involved in such an 
approach. That is why my plan provides for an over-the-horizon force that 
could prevent chaos in the wider region, and allows for a limited number of 
troops to remain in Iraq to fight al-Qaeda and other terrorists. 

But my plan also makes clear that continued U.S. commitment to Iraq 
depends on the Iraqi government meeting a series of well-defined 
benchmarks necessary to reach a political setdement. Thus far, the Iraqi 
government has made very little progress in meeting any of the benchmarks, 
in part because the President has refused time and again to tell the Iraqi 
government that we will not be there forever. The President's escalation of 
U.S. forces may bring a temporary reduction in the violence in Baghdad, at 
the price of increased U.S. casualties — though the experience so far is not 
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encouraging. But it cannot change the political dynamic in Iraq. A phased 
withdrawal can. Moreover, until we change our approach in Iraq, it will be 
increasingly difficult to refocus our efforts on the challenges in the wider 
region — on the conflict in the Middle East, where Hamas and Hezbollah feel 
emboldened and Israel's prospects for a secure peace seem uncertain; on 
Iran, which has been strengthened by the war in Iraq; and on Afghanistan, 
where more American forces are needed to battle al-Qaeda, track down 
Osama bin Laden, and stop that country from backsliding toward instability. 

Burdened by Iraq, our lackluster diplomatic efforts leave a huge void. 
Our interests are best served when people and governments from Jerusalem 
and Amman to Damascus and Tehran understand that America will stand 
with our friends, work hard to build a peaceful Middle East, and refuse to 
cede the future of the region to those who seek perpetual conflict and 
instability. Such effective diplomacy cannot be done on the cheap, nor can it 
be warped by an ongoing occupation of Iraq. Instead, it will require patient, 
sustained effort, and the personal commitment of the President of the 
United States. That is a commitment I intend to make. 

The second way America will lead again is by building the first truly 21 st 
century military and showing wisdom in how we deploy it. 
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We must maintain the strongest, best-equipped military in the world in 
order to defeat and deter conventional threats. But while sustaining our 
technological edge will always be central to our national security, the ability 7 to 
put boots on the ground will be critical in eliminating the shadowy terrorist 
networks we now face. This is why our country's greatest military asset is the 
men and women who wear the uniform of the United States. This 
administration's first Secretary of Defense proudly acknowledged that he had 
inherited the greatest fighting force in the nation's history. Six years later, he 
handed over a force that has been stretched to the breaking point, 
understaffed, and struggling to repair its equipment. 

Two-thirds of the Army is now rated "not ready" for combat. 88% of 
the National Guard is not ready to deploy overseas, and many units cannot 
respond to a domestic emergency. Our men and women in uniform are 
performing heroically around the world in some of the most difficult 
conditions imaginable. But the war in Afghanistan and the ill-advised 
invasion of Iraq have clearly demonstrated the consequences of 
underestimating the number of troops required to fight two wars and defend 
our homeland. That's why I strongly support the expansion of our ground 
forces by adding 65,000 soldiers to the Army and 27,000 Marines. 
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But adding troops isn't just about meeting a quota. It's about recruiting 
the best and brightest to service, and it's about keeping them in service by 
providing them with the first-rate equipment, armor, training, and incentives 
they deserve. It's about providing funding to enable the National Guard to 
achieve an adequate state of readiness again. And it's about honoring our 
veterans by giving them the respect and dignity they deserve and the care and 
benefits they have earned. A 21 st century military will also require us to 
invest in our men and women's ability to succeed in today's complicated 
conflicts. We know that on the streets of Baghdad, a little bit of Arabic can 
actually provide security to our soldiers. Yet, just a year ago, less than 1% of 
the American military could speak a language such as Arabic, Mandarin, 
Hindi, Urdu, or Korean. It's time we recognize these as critical skills for our 
military, and it's time we recruit and train for them. 

Former Secretary Rumsfeld said, "You go to war with the Army you 
have, not the one you want." I say that if the need arises when I'm President, 
the Army we have will be the Army we need. 

Of course, how we use our armed forces matters just as much as how 
they are prepared. 

No President should ever hesitate to use force — unilaterally if necessary 
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— to protect ourselves and our vital interests when we are attacked or 
imminently threatened. But when we use force in situations other than self- 
defense, we should make every effort to garner the clear support and 
participation of others — the kind of burden- sharing and support President 
George H.W. Bush mustered before he launched Operation Desert Storm. 
And when we do send our men and women into harm's way, we must also 
clearly define the mission, prescribe concrete political and military objectives, 
seek out advice of our military commanders, evaluate the intelligence, plan 
accordingly, and ensure that our troops have the resources, support, and 
equipment they need to protect themselves and fulfill their mission. 

We must take these steps with the knowledge that while sometimes 
necessary, force is the costliest weapon in the arsenal of American power in 
terms of lives and treasure. And it's far from the only measure of our 
strength. 

In order to advance our national security and our common security, we 
must call on the full arsenal of American power and ingenuity. To constrain 
rogue nations, we must use effective diplomacy and muscular alliances. To 
penetrate terrorist networks, we need a nimble intelligence community — with 
strong leadership that forces agencies to share information, and invests in the 

202 9.2 - 3rd Party Candidates 



tools, technologies and human intelligence that can get the job done. To 
maintain our influence in the world economy, we need to get our fiscal house 
in order. And to weaken the hand of hostile dictators, we must free 
ourselves from our oil addiction. None of these expressions of power can 
supplant the need for a strong military. Instead, they complement our 
military, and help ensure that the use of force is not our sole available option. 

The third way America must lead again is by marshaling a global effort 
to meet a threat that rises above all others in urgency — securing, destroying, 
and stopping the spread of weapons of mass destruction. 

As leaders from Henry Kissinger to George Shultz to Bill Perry to Sam 
Nunn have all warned, the actions we are taking today on this issue are 
simply not adequate to the danger. 

There are still about 50 tons of highly enriched uranium — some of it 
poorly secured — at civilian nuclear facilities in over forty countries around 
the world. In the former Soviet Union, there are still about 15,000 to 16,000 
nuclear weapons and stockpiles of uranium and plutonium capable of 
making another 40,000 weapons scattered across 11 time zones. And people 
have already been caught trying to smuggle nuclear materials to sell them on 
the black market. 
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We can do something about this. As President, I will lead a global effort 
to secure all nuclear weapons and material at vulnerable sites within four 
years — the most effective way to prevent terrorists from acquiring a bomb. 

We know that Russia is neither our enemy nor close ally right now, and 
we shouldn't shy away from pushing for more democracy, transparency, and 
accountability in that country. But we also know that we can and must work 
with Russia to make sure every one of its nuclear weapons and every cache 
of nuclear material is secured. And we should fully implement the law I 
passed with Senator Dick Lugar that would help the United States and our 
allies detect and stop the smuggling of weapons of mass destruction 
throughout the world. 

While we work to secure existing stockpiles of nuclear material, we 
should also negotiate a verifiable global ban on the production of new 
nuclear weapons material. 

As starting points, the world must prevent Iran from acquiring nuclear 
weapons and work to eliminate North Korea's nuclear weapons program. If 
America does not lead, these two nations could trigger regional arms races 
that could accelerate nuclear proliferation on a global scale and create 
dangerous nuclear flash points. In pursuit of this goal, we must never take 
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the military option off the table. But our first line of offense here must be 
sustained, direct and aggressive diplomacy. For North Korea, that means 
ensuring the full implementation of the recent agreement. For Iran, it means 
getting the UN Security Council, Europe, and the Gulf States to join with us 
in ratcheting up the economic pressure. 

We must also dissuade other countries from joining the nuclear club. 
Just the other day, it was reported that nearly a dozen countries in and 
around the Middle East —including Syria and Saudi Arabia — are interested in 
pursuing nuclear power. Countries should not be able to build a weapons 
program under the auspices of developing peaceful nuclear power. That's 
why we should create an international fuel bank to back up commercial fuel 
supplies so there's an assured supply and no more excuses for nations like 
Iran to build their own enrichment plants. It's encouraging that the Nuclear 
Threat Initiative, backed by Warren Buffett, has already offered funding for 
this fuel bank, if matched two to one. But on an issue of this importance, 
the United States should not leave the solution to private philanthropies. It 
should be a central component of our national security, and that's why we 
should provide $50 million to get this fuel bank started and urge other 
nations, starting with Russia, to join us. 
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Finally, if we want the world to deemphasize the role of nuclear 
weapons, the United States and Russia must lead by example. President Bush 
once said, "The United States should remove as many weapons as possible 
from high-alert, hair-trigger status — another unnecessary vestige of Cold 
War confrontation." Six years later, President Bush has not acted on this 
promise. I will. We cannot and should not accept the threat of accidental or 
unauthorized nuclear launch. We can maintain a strong nuclear deterrent to 
protect our security without rushing to produce a new generation of 
warheads. 

The danger of nuclear proliferation reminds us of how critical global 
cooperation will be in the 21 st century. That's why the fourth way America 
must lead is to rebuild and construct the alliances and partnerships necessary 
to meet common challenges and confront common threats. 

In the wake of the Second World War, it was America that largely built a 
system of international institutions that carried us through the Cold War. 
Leaders like Harry Truman and George Marshall knew that instead of 
constraining our power, these institutions magnified it. 

Today it's become fashionable to disparage the United Nations, the 
World Bank, and other international organizations. In fact, reform of these 
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bodies is urgently needed if they are to keep pace with the fast-moving 
threats we face. Such real reform will not come, however, by dismissing the 
value of these institutions, or by bullying other countries to ratify changes we 
have drafted in isolation. Real reform will come because we convince others 
that they too have a stake in change — that such reforms will make their 
world, and not just ours, more secure. Our alliances also require constant 
management and revision if they are to remain effective and relevant. For 
example, over the last 15 years, NATO has made tremendous strides in 
transforming from a Cold War security structure to a dynamic partnership 
for peace. 

Today, NATO's challenge in Afghanistan has become a test case, in the 
words of Dick Lugar, of whether the alliance can "overcome the growing 
discrepancy between NATO's expanding missions and its lagging 
capabilities." 

We must close this gap, rallying members to contribute troops to 
collective security operations, urging them to invest more in reconstruction 
and stabilization, streamlining decision-making processes, and giving 
commanders in the field more flexibility. And as we strengthen NATO, we 
should also seek to build new alliances and relationships in other regions 
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important to our interests in the 21 st century. In Asia, the emergence of an 
economically vibrant, more politically active China offers new opportunities 
for prosperity and cooperation, but also poses new challenges for the United 
States and our partners in the region. It is time for the United States to take 
a more active role here — to build on our strong bilateral relations and 
informal arrangements like the Six Party talks. As President, I intend to 
forge a more effective regional framework in Asia that will promote stability, 
prosperity and help us confront common transnational threats such as 
tracking down terrorists and responding to global health problems like avian 
flu. 

In this way, the security alliances and relationships we build in the 21 st 
century will serve a broader purpose than preventing the invasion of one 
country by another. They can help us meet challenges that the world can 
only confront together, like the unprecedented threat of global climate 
change. 

This is a crisis that cannot be contained to one corner of the globe. 
Studies show that with each degree of warming, rice yields - the world's 
most significant crop — fall by 10%. By 2050 famine could displace more 
than 250 million people worldwide. That means people competing for food 
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and water in the next fifty years in the very places that have known horrific 
violence in the last fifty: Africa, the Middle East, South Asia. As the world's 
largest producers of greenhouse gases, America has the greatest 
responsibility to lead here. We must enact a cap and trade system that will 
dramatically reduce our carbon emissions. And we must finally free ourselves 
from our dependence on foreign oil by raising our fuel standards and 
harnessing the power of biofuels. 

Such steps are not just environmental priorities, they are critical to our 
security. America must take decisive action in order to more plausibly 
demand the same effort from others. We should push for binding and 
enforceable commitments to reduce emissions by the nations which pollute 
the most — the United States, the European Union, Russia, China, and India 
together account for nearly two-thirds of current emissions. And we should 
help ensure that growth in developing countries is fueled by low-carbon 
energy — the market for which could grow to $500 billion by 2050 and spur 
the next wave of American entrepreneurship. 

The fifth way America will lead again is to invest in our common 
humanity — to ensure that those who live in fear and want today can live with 
dignity and opportunity tomorrow. A recent report detailed al-Qaeda's 
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progress in recruiting a new generation of leaders to replace the ones we 
have captured or killed. The new recruits come from a broader range of 
countries than the old leadership — from Afghanistan to Chechnya, from 
Britain to Germany, from Algeria to Pakistan. Most of these recruits are in 
their early thirties. 

They operate freely in the disaffected communities and disconnected 
corners of our interconnected world — the impoverished, weak and 
ungoverned states that have become the most fertile breeding grounds for 
transnational threats like terror and pandemic disease and the smuggling of 
deadly weapons. 

Some of these terrorist recruits may have always been destined to take 
the path they did — accepting a tragically warped view of their religion in 
which God rewards the killing of innocents. But millions of young men and 
women have not. 

Last summer I visited the Horn of Africa's Combined Joint Task Force, 
which was headquartered at Camp Lemonier in Djibouti. It's a U.S. base 
that was set up four years ago, originally as a place to launch counter- 
terrorism operations. But recently, a major focus of the Task Force has been 
working with our diplomats and aid workers on operations to win hearts and 
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minds. While I was there, I also took a helicopter ride with Admiral Hunt, 
the commander of the Task Force, to Dire Dawa, where the U.S. was 
helping provide food and water to Ethiopians who had been devastated by 
flooding. 

One of the Navy captains who helps run the base recently told a 
reporter, "Our mission is at least 95 percent civil affairs. It's trying to get at 
the root causes of why people want to take on the U.S." The Admiral now in 
charge of the Task Force suggested that if they can provide dignity and 
opportunity to the people in that region, then, "the chance of extremism 
being welcomed greatiy, if not completely, diminishes." 

We have heard much over the last six years about how America's larger 
purpose in the world is to promote the spread of freedom — that it is the 
yearning of all who live in the shadow of tyranny and despair. 

I agree. But this yearning is not satisfied by simply deposing a dictator 
and setting up a ballot box. The true desire of all mankind is not only to live 
free lives, but lives marked by dignity and opportunity; by security and simple 
justice. Delivering on these universal aspirations requires basic sustenance 
like food and clean water; medicine and shelter. It also requires a society that 
is supported by the pillars of a sustainable democracy — a strong legislature, 
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an independent judiciary, the rule of law, a vibrant civil society, a free press, 
and an honest police force. It requires building the capacity of the world's 
weakest states and providing them what they need to reduce poverty, build 
healthy and educated communities, develop markets, and generate wealth. 
And it requires states that have the capacity to fight terrorism, halt the 
proliferation of deadly weapons, and build the health care infrastructure 
needed to prevent and treat such deadly diseases as HIV/ AIDS and malaria. 

As President, I will double our annual investments in meeting these 
challenges to $50 billion by 2012 and ensure that those new resources are 
directed towards these strategic goals. For the last twenty years, U.S. foreign 
aid funding has done litde more than keep pace with inflation. Doubling our 
foreign assistance spending by 2012 will help meet the challenge laid out by 
Tony Blair at the 2005 G-8 conference at Gleneagles, and it will help push 
the rest of the developed world to invest in security and opportunity. As we 
have seen recently with large increases in funding for our AIDS programs, 
we have the capacity to make sure this funding makes a real difference. Part 
of this new funding will also establish a two billion dollar Global Education 
Fund that calls on the world to join together in eliminating the global 
education deficit, similar to what the 9/11 commission proposed. Because 
we cannot hope to shape a world where opportunity outweighs danger unless 
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we ensure that every child, everywhere, is taught to build and not to destroy. 

I know that many Americans are skeptical about the value of foreign aid 
today. But as the U.S. military made clear in Camp Lemonier, a relatively 
small investment in these fragile states up front can be one of the most 
effective ways to prevent the terror and strife that is far more costly — both in 
lives and treasure — down the road. In this way, $50 billion a year in foreign 
aid — which is less than one-half of one percent of our GDP — doesn't 
sound as costly when you consider that last year, the Pentagon spent nearly 
double that amount in Iraq alone. 

Finally, while America can help others build more secure societies, we 
must never forget that only the citizens of these nations can sustain them. 
The corruption I heard about while visiting parts of Africa has been around 
for decades, but the hunger to eliminate such corruption is a growing and 
powerful force among people there. And so in these places where fear and 
want still thrive, we must couple our aid with an insistent call for reform. 

We must do so not in the spirit of a patron, but the spirit of a partner — 
a partner that is mindful of its own imperfections. Extending an 
outstretched hand to these states must ultimately be more than just a matter 
of expedience or even charity. It must be about recognizing the inherent 
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equality and worth of all people. And it's about showing the world that 
America stands for something — that we can still lead. 

These are the ways we will answer the challenge that arrived on our 
shores that September morning more than five years ago. A 21 st century 
military to stay on the offense, from Djibouti to Kandahar. Global efforts to 
keep the world's deadliest weapons out of the world's most dangerous hands. 
Stronger alliances to share information, pool resources, and break up 
terrorist networks that operate in more than eighty countries. And a stronger 
push to defeat the terrorists' message of hate with an agenda for hope 
around the world. 

It's time we had a President who can do this again - who can speak 
directly to the world, and send a message to all those men and women 
beyond our shores who long for lives of dignity and security that says "You 
matter to us. Your future is our future. And our moment is now." 

It's time, as well, for a President who can build a consensus at home for 
this ambitious but necessary course. For in the end, no foreign policy can 
succeed unless the American people understand it and feel a stake in its 
success — and unless they trust that their government hears their more 
immediate concerns as well. After all, we will not be able to increase foreign 
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aid if we fail to invest in security and opportunity for our own people. We 
cannot negotiate trade agreements to help spur development in poor 
countries so long as we provide no meaningful help to working Americans 
burdened by the dislocations of a global economy We cannot expect 
Americans to support placing our men and women in harm's way if we 
cannot prove that we will use force wisely and judiciously. 

But if the next President can restore the American people's trust — if 
they know that he or she is acting with their best interests at heart, with 
prudence and wisdom and some measure of humility — then I believe the 
American people will be ready to see America lead again. 

They will be ready to show the world that we are not a country that 
ships prisoners in the dead of night to be tortured in far off countries. That 
we are not a country that runs prisons which lock people away without ever 
telling them why they are there or what they are charged with. That we are 
not a country which preaches compassion and justice to others while we 
allow bodies to float down the streets of a major American city. That is not 
who we are. 

America is the country that helped liberate a continent from the march 
of a madman. We are the country that told the brave people of a divided 
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city that we were Berliners too. We sent generations of young people to 
serve as ambassadors for peace in countries all over the world. And we're the 
country that rushed aid throughout Asia for the victims of a devastating 
tsunami. 

Now it's our moment to lead — our generation's time to tell another great 
American story. So someday we can tell our children that this was the time 
when we helped forge peace in the Middle East. That this was the time 
when we confronted climate change and secured the weapons that could 
destroy the human race. This was the time when we brought opportunity to 
those forgotten corners of the world. And this was the time when we 
renewed the America that has led generations of weary travelers from all 
over the world to find opportunity, and liberty, and hope on our doorstep. 

One of these travelers was my father. I barely knew him, but when, 
after his death, I finally took my first trip to his tiny village in Kenya and 
asked my grandmother if there was anything left from him, she opened a 
trunk and took out a stack of letters, which she handed to me. 

There were more than thirty of them, all handwritten by my father, all 
addressed to colleges and universities across America, all filled with the hope 
of a young man who dreamed of more for his life. 
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It is because someone in this country answered that prayer that I stand 
before you today with faith in our future, confidence in our story, and a 
determination to do my part in writing our country's next great chapter. 

The American moment has not passed. The American moment is here. 
And like generations before us, we will seize that moment, and begin the 
world anew. Thank you. 172 

Independents are responding rationally to Obama's exuberance . 
According to a recent Zogby poll 173 , Obama would win the general election 



172 Remarks of Senator Barack Obama to the Chicago Council on Global Affairs, April 23, 
2007. (See http://www.cfr.org/publication/13172/) 

173 In the race for the Democratic Party presidential nomination, Barack Obama trails fellow 
U.S. Sen. Hillary Clinton in a national survey of likely Democratic Primary voters, but 
that same survey shows he would fare better against Republican opponents in General 
Election match-ups, a new Zogby International telephone poll shows. 

Obama would defeat all Republican opponents, including lohn McCain of Arizona, 
Rudy Giuliani of New York City, Mitt Romney of Massachusetts, and Fred Thompson of 
Tennessee in prospective presidential contests, the poll shows. Meanwhile, Clinton 
would be defeated by both McCain and Giuliani, but would win against Romney and 
Thompson, the survey shows. Democrat lohn Edwards, the former senator from North 
Carolina, would also lose to McCain and Giuliani but defeats Romney and Thompson. 
The telephone survey, conducted May 17-20, 2007, included 993 respondents and 
carries a margin of error of +/- 3.2 percentage points. 

Overall, Obama would defeat McCain by a 47% to 43% margin, with the remaining 
10% not sure. Against McCain, Obama does much better than Clinton among 
independents and Republicans, the survey shows. He wins 14% of the Republican vote, 
while just 8% of GOPers would cross the aisle for Clinton. Among independents, 
Obama wins 42% support against McCain, while Clinton wins 39% support. In both 
contests, McCain leads the two Democratic rivals among independents. 
There is a big swing between the McCain-Obama contest and the McCain-Clinton 
contest among moderate voters, which in this survey included a partisan make-up of 
38% Democrats, 25% Republicans, and 38% independents. In the McCain- Clinton 
contest, moderates favor McCain by a 49% to 45% edge, but in the McCain-Obama 
contest, moderates swing to favor Obama by a 49% to 41% margin. In contests against 
Giuliani, Obama enjoys a similar advantage compared to Clinton among these key swing 
voters. 
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although Hillary Rodham Clinton is the Democratic favorite. She would lose 
to McCain and Guiliani. 

9.3 - Personality vs. Plutocracy 

Brilliant personality attracts organizational power. It then deflects 
attention away from the personality. Progressives need to develop strong 
personality. Passionate speakers and muscular intelligence take root on the 
left as a manifestation of countervailing power. It opposes the compensatory 
power of the propertied and conservative class. 

The Progressive movement produced colorful personalities such as Big 
Bill Haywood, "Fighting" Bob LaFollete and Eugene Debs. Organizations 
formed around these individuals and grew into bureaucratic power. The 



Among independents, Giuliani narrowly tops Clinton, 44% to 43%, but Obama holds a 
huge 56% to 30% edge over Giuliani among those same voters. Overall, Obama would 
also defeat Romney, the former Massachusetts governor, by a 52% to 35% margin, and 
would beat former Tennessee Senator Thompson, 52% to 35% edge. Pollster John 
Zogby: "What we are seeing here is a continued resurgence of the moderates and the 
independents, building on the momentum and the key role they played in last year's 
congressional midterm elections. For instance, they play a key role in the races where 
the Democratic candidates are Obama or Clinton, in that they favor Obama by greater 
percentages in the match-ups against Republicans. Our polling shows Obama is seen as 
the most charismatic candidate and is also one of the top choices to reach across the 
political divide in our country to bring Americans back together. This is a John 
Kennedy-like combination of characteristics, and moderates and independents appear to 
be recognizing that." 

Zogby: "Obama Leads All Republicans in General Election Head to Head Contests, 
Moderates hold the key as match-ups show Giuliani, McCain would defeat Clinton and 
Edwards", May 23, 2007. (See http://www.zogby.com/news/ReadNews. dbm?ID= 1316 ) 
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power of personality was transformed into organizational machinery opposed 
to the power of company management. Union power was firmly established 
by the Wagner Act of 1935. The direct purchase of votes slowly disappeared 
in reaction to the condign power of rebuke (public opinion). The forthright 
purchase of legislators is now also taboo. 

The modern man of wealth no longer uses his money to purchase 
votes. He contributes it to the purchase of television commercials and by this 
means hopes to win conditioned submission to his political will. 

A contemporary example is New York City Mayor (and potential king 
maker) Michael Bloomberg, who set new spending records in his campaign to 
occupy Gracie Mansion. His compensatory power bought conditioned power. 
Historically, the super-rich like Bloomberg did not need to resort to 
compensatory power to achieve conditioned power. Their beliefs and (with 
the television culture of celebrity) their personal lives are given undue 
consideration by the press (the molder of public opinion) and to a lesser 
degree by government. Legislators and others approved the purposes of 
Rockefeller and Morgan often without immediate thought of compensation. 
What the rich wanted, supported as it was by their property, was right. 

In 2006, a multi-million dollar movie was produced about the plight of 
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African nations that provide diamonds popular with Western consumers. This 
movie was the catalyst of a movement to certify clean (bloodless) diamonds. 
They now have to be certified as such. Note that "blood diamonds" had been 
a problem for decades but did not become an issue until popular film actor 
Leonardo DiCaprio brought attention to it. There remains to this day the 
feeling on the part of men of means that their views on politics, economics 
and personal behavior or decorum are meant because of their wealth and 
associated precedence to be taken seriously. 

Power deriving from wealth and personality has declined while the 
power or organization has increased. There is often an inverse relationship 
between personality and organization. One manifestation of the increase in 
organizational power is government bureaucracy. It has grown significantly 
since the 1930s 

Increased government power of regulation has grown along with 
increased corporate power. The administration of Social Security and welfare 
has become an autonomous source of government power. Conservatives 
reacted against it. Their movement found a spokesman in Ronald Reagan, and 
it carried him to the California Governor's mansion in 1967. Reagan's 
political career was launched at the Republican National Convention in July, 
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1964. Although he was not running for office, he delivered "A Time For 
Choosing" and became a superstar on the political stage. Forty years later at 
the Democratic National Convention, Barack Obama gave the keynote address 
and also became a political superstar. 



The economic crisis of the 1930s created the need for leadership that 
only a strong personality can fill. The result was the Presidency of Franklin 
Delano Roosevelt (1932-1945). By the time America entered World War II, it 
already had a strong leader. Winston Churchill replaced Neville Chamberlain 
in England. Their personalities along with Stalin opposed the personality of 
Hitler. 

Roosevelt's Keynesian welfare state saved the system but set 
opposition in motion. LBJ's expansion of the welfare state galvanized the 
Conservative movement. Personality, e.g., Ronald Reagan and organization 
(the Republican Party) opposed the organized power of government by 
becoming the government. Religious fundamentalists, e.g., Jerry Falwell, 
Billy Graham and Pat Robertson became rightwing outside influences on 
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government. 

There was a time when conventional thinking was that "minority" 
candidates could not win elections to statewide office, let alone national 
office, because they would never get enough votes. Then in 1990 L. Douglas 
Wilder, the grandson of slaves, became Governor of none other than the cradle 
of the Confederacy. Patrick Duval is Governor of Massachusetts. In October, 
2007, Bobby Jindal was elected Governor of what is by many measures the 
most backward state in the country: Louisiana. 

Populism is on the rise in 2007. Obama inspires "Reagan-esque" 
optimism every time he speaks. It will propel him to the White House. 



9.4 - Roman Patricians, Roman Plebeians, Citizens of the 
Empire, Slaves & Barbarians 

In 2007 The United States of America is a gigantic, multi-ethnic 
Empire of Democracy forged of assimilated peoples. Unlike its imperial 
forebears such as the Roman, Ottoman, Hapsburg and Russian Empires, its 
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domain and sphere of influence extend well beyond its own hemisphere. 
Most nations on Earth, even defiant Cuba, host its military power. Sixty-two 
years after the end of WW II and 16 years since the end of Soviet power, the 
U.S. maintains entire divisions and their nuclear weapons in Germany, Japan 
and the Persian Gulf. America's 13 aircraft carriers, each one armed with more 
firepower than all the bombs dropped in WW I and WW II combined, control 
the Seven Seas. America's grip on Iraq may seem tenuous, but the new 
American Embassy in Baghdad, a self-sufficient $500 million dollar citadel, 
leaves little doubt that the American Army will never completely withdraw 
from that country. The unprecedented power of the American Super-State is 
complemented by the unequaled power of America's largest corporations. The 
revenue of Wall-Mart is greater than the GDP of Austria. No one on Earth, 
friend or foe, goes unaffected by America's conditioned power to set the 
agenda in all matters of economics, politics and culture. So the question of 
who will lead the Empire is of paramount concern to everyone on Earth. 

In 202 BC an expansionist Roman Republic sent Scipio and his 
Legions to fight Hannibal near the western limits of the known world. Scipio 
was victorious and Hispania was proclaimed a Roman province. Some 200 
years later, the Republic was disbanded and Augustus, the Imperium 
Romanum's first Emperor (27 BC-14 AD), proclaimed the Pax Romana. 
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A century after Augustus, a young plebeian lad from Hispania was 
making a name for himself as a Roman military commander. He brought 
glory to the Empire and was granted Roman citizenship. He then became a 
Senator. He was so outstanding that the Roman Patrician and Emperor Nerva 
adopted him as his son and heir. This was unprecedented. No Emperor had 
ever chosen a non-blood relative as his successor and although he was a 
citizen of the Empire, Marcus Ulpius Traianus (Trajan) was not even a 
Roman. Nevertheless, in 98 AD he donned the Imperial Purple. A Latino 
now ruled over the Empire. 

Great buildings rose under his tutelage and he promoted the welfare of 
impoverished children. He led the army to victory in Dacia (Romania) and 
subdued the Barbarians in Germania. In 1 14 AD the Senate bestowed upon 
him the honorific Optimus Princips in recognition of his superb leadership. 
After he died in 117 AD, the Senatus Populusque Romanus declared him to be 
a god. He was succeeded by Hadrian (AD 117-138), who built a wall along 
the northern frontier to keep the Barbarians out. 

Several more non-Roman rulers followed. Antoninus Pius (AD 
138-161), another of the Five Good Emperors, hailed from Gaul (France). 
Septimius Severus (AD 193-211) was fromNumidia (Libya) and spoke Latin 
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with a Phoenician accent. Then in 212 AD Emperor Caracalla decreed that all 
men residing within the Empire (except slaves) were citizens. However, his 
real motive was to increase tax revenue. He also debased the coinage. 

In 217 AD Caracalla was succeeded by Marcus Opilius Macrinus, the 
businessman from Mauretania (Morocco) and Praetorian Prefect. He was the 
first to don the Purple without having first been a Senator. Maximinus of 
Thrace (Bulgaria) and Philippus of Syria followed later in the 3 rd century. 

The Imperium Romanum was an assimilation machine. It imposed a 
lingua franca, collected tribute, built roads and facilitated commerce across 
enormous distances. Its war machine marched, annexing foreign lands. It 
established values and a way of life that turned outsiders into insiders. 
Bravery in battle and government service were the fastest ways for non- 
Romans and non-citizens to gain status and power within the Empire. Does 
any of this sound familiar? In the American electoral realignment of 1828 
Roman Plebeians leveled the political playing field with Roman Patricians. 
Citizenship was bestowed upon Slaves of the Empire in 1865 but they never 
achieved equality with Roman Plebeians or Patricians. To this day, they seek 
military and government service as a means to end their limbo. Concrete and 
electronic walls are built to keep the Barbarians out and the Army marches on 
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and occupies (from the Latin ocupere) foreign lands controlled by un- 
Romanized Hordes. Lest anyone have any illusions about the real causes of 
the Empire's wars, Alan Greenspan, America's God of Prosperity well known 
for his Liberal views, flatly states in his memoirs that Saddam Hussein's move 
to sell oil for currencies other than the US Dollar was the true causus belli of 
the Iraq invasion in 2003. 

The mess in Iraq is dividing the country and threatens the Pax 
Americana. A great leader and unifier is needed. Josip Broz Tito, the half 
Croat, half Slovenian polyglot, suppressed division and forged a strong, 
independent and enlightened Yugoslavia where Serb, Croat and Bosnian 
(Muslim) worked together towards a common Yugoslav ideal. Juan Domingo 
Peron brought the Argentine government into harmony with the union 
movement and helped spread the benefits of Argentine society to its humblest 
members. 

Now in 2007 the troubled American Empire has a serious bellyache in 
Iraq and systemic internal problems (e.g. healthcare) that pre-date the Bush 
Administration. A leader with the qualities of Tito and Peron is needed in 
2008, 2012 and 2016. It is time for Barack Obama to fill this need. 
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Appendix A 

The following table shows the predictions using the Lichtman data and 
the Lichtman function. 



Scores above 8 imply incumbent party wins 


YEAR 


Lichtman 
Sum 


Lichtman 
Expectation 


WIN 


Success 


Score on 
a win 
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a loss 
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N 


N 
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N 


Y 





3 
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N 
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1880 


4 


N 
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N 
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Figure A-l 



The following table shows the predictions using the Lichtman data and 
the modified function. 



Scores higher than - 


3 imply incumbent party wins 


YEAR 
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Sum 
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Expectation 
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Figure A-2 
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The idea behind the new function is that Lichtman identified the 
important variables, but perhaps interpreted the coefficient inappropriately. 

Key 1 .Party Mandate - we collectively as "little" voters hate 
absolute power and innately vote opposing parties into the two 
branches of Federal Government we control. Change is the safer vote. 

Key 2. Contest - perhaps the uncontested nomination is one of no 
passion of the people. No passion, no voting. 

Key 3. Incumbency - we get bored and like change. Build up stars 
and then rip them down. It's the American way? 

Key 4. Third party - it isn't a given that a presence of a 3rd party 
will hurt an incumbent. Historically it's almost even what party it 
helps. 

Key 5. Economy short... 

Key 6. Economy long - we the "little" voters are not always 
positively effected by a economy that measures up as good. Good 
economy could just mean good for industry, and that can mean bad for 
labor and consumer. 

Key 7. Policy Change - great policies for the people are hard to 
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pass, meaningful policies that screw the people are easier to pass, thus 
the negative correlation. 

Key 8. Social Unrest - the lack of measurable social unrest could 
be due to the suppression of our freedom of speech. Somebody is 
always mad about something; if they can't vent their grievance via 
social unrest they will vote against the party in power. 

Key 9. Scandal - this one is the weakest of all the indicators. 8% of 
the scandal free incumbents got voted out and 5% of the scandal free 
incumbents got voted in. Voters must be sceptical of any scandal 
story; we assume "sour grapes." Maybe scandal free and "do nothing" 
administrations go hand in hand. 

Key 10. Foreign/Military failure... 

Key 1 1 .Foreign/Military success - both good and bad results 
require excursions that cause the loss of lives, and both are excursions 
that spent money on things that have no residual value. Detonated 
bombs aren't even good as scrap metal; it's hard to put the fire back 
into the log. By virtue of the ability to know it was a success or failure 
likely means it was completed between terms. For some strange 
reason we collectively never change parties when a war overlaps an 
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election. 

Key 12. Charisma incumbent... 

Key 13. Charisma challenger - yes it is a popularity contest, isn't it. 
Forty-one percent of the time that an incumbent is likable they are re- 
elected. Eleven percent of the time a challenging party is likable they 
get voted in. Carnegie was right about the priceless smile. 

This alternative explanation for the Key variables produces a one- 
hundred percent accurate predictor for who wins based on the historic data. 
For as long as this book is a best kept secret the model should hold. If this 
kind of accuracy becomes common knowledge, campaign managers will use 
the knowledge to alter the game and get a predicted looser to win. 
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